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CHAPTER | : EXECUTI VE SUMVARY

This Commercial CGuide (CG presents a conprehensive | ook at Taiwan's
commrer ci al envi ronment using economnmic, political and market anal yses. The
CGs were established by reconmendati on of the Trade Pronotion Coordi nating
Conmittee (TPCC), a nulti-agency task force, to consolidate various reporting
docunents prepared for the U S. business comunity. Country Commrercial Cuides
are prepared annually at U.S. Enbassies through the conbined efforts of
several U.S. governnent agencies. The Taiwan Conmercial Quide is prepared by
the Anmerican Institute in Taiwan.

Over the past fifty years, hard work and sound econoni ¢ nanagenent have built
Taiwan into an econonic powerhouse with the world's third |argest foreign

exchange reserves and over $220 billion in two-way trade. The econony is
expanding at 5%w th full enploynent and negligible inflation. Its 22
mllion people enjoy a per capita Gross Domestic Product of alnmost $13, 000.

As Tai wan has prospered, the fornerly authoritarian systemhas evolved into a
denocracy. Opposition by the People's Republic of China (PRC) to any
recognition of Taiwan as a separate political entity has limted Taiwan's
official diplomatic activity for years. But Taiwan has broad unofficia

rel ati onships with nost of the world' s nmajor economes, including the U'S

Taiwan's $110 billion of inports in 1998 reflects its lack of resources. It
inmports nearly all of its energy, nost raw materials and a diversity of
manuf actured and agricultural goods. It is the fifth largest inporter of

U.S. agricultural products. Its educated work force, advanced infrastructure,
strategic | ocation and general ly pro-business attitudes nake Tai wan an
excellent -- if no longer |owcost -- place to invest.

A significant portion of Taiwan's econony is still publicly held, but the

i nexor abl e novenent towards liberalization is clear. Taiwan authorities
continue to reduce tariffs and non-tariff barriers as part of Taiwan's
anticipated accession to the Wrld Trade Organi zation; restrictions on
financial institutions are gradually being lifted; several public firns have
been privatized; and private sector conpetition is being introduced in

t el econmuni cati ons, power generation, and oil refining and distribution.

Taiwan has a unique political history. 1In 1945, Taiwan was restored to
Chinese rule after 50 years as a Japanese colony. [In 1949, Chiang Kai-shek's
Nationalist army retreated to Taiwan after being defeated by Mao Zedong's
Conmuni st forces in a Chinese civil war. Until the nid-1980s the Nationalist
(KMI) party maintained a single-party rule. Beginning in the m d-1980's and
accelerating in the first half of the nineties, however, the political system
has been transforned into a flourishing denocracy. In late 1994, an

opposi tion nmenber was el ected Tai pei Mayor; in March 1996 Taiwan's first
direct presidential elections were held; and the opposition Denocratic
Progressive Party (DPP) captured over half of the mayor and county nagistrate
positions in Decenber 1997. The KMI has since regained the Taipei mayor's
seat and a confortable mpjority in the LY. The press is free, though at
tinmes unreliable, and political debate is unconstrai ned and vi gorous.

Denocrati zati on has changed Taiwan's business climate. Oficials used to the
old, authoritarian ways find their actions scrutinized by an active press and
an aggressive legislature. This scrutiny |leads to delays and reversals.
Power, formerly concentrated in the KMI and the institutions it controlled,
is now di ffused. Acconplishing anything requires talking to many different
parties, building coalitions and conprom sing. Taiwan's legal infrastructure



has al so been changi ng, although nmany conplain of unrealistic wording in
regul ati ons and i nconsi stent enforcenent.

Taiwan's relationship with the PRC remains problematic. Both have |ong
asserted there is one China. Taiwan authorities seek recognition as one of
what they claimare two "sovereign" political entities, each governing part
of China, while the PRC regards itself as the sole | egal government of all of
Chi na and Taiwan a subordinate entity. This fundanental disagreenent

shar pened in the wake of Taiwan President Lee Teng-hui's unofficial 1995
visit tothe U S., as Beijing cut off a prom sing cross-strait dialogue. The
relationship further worsened prior to Taiwan's March 1996 presidentia

el ection as the PRC attenpted to influence the election's outcome with strong
rhetoric, mlitary exercises and mssile tests close to Taiwan. Although
since the 1996 el ections tensions had eased, in July 1999 President Lee
stated that relations between the PRC and Tai wan shoul d be conducted on a
"special state-to-state" basis. The PRC was infuriated by this statenent,
and it remains to be seen what the effect the statenent will have on the
political and econonmic relationship between the PRC and Tai wan.

Not wi t hst andi ng these political problens, conrercial ties between the two

si des have grown steadily since the late 1980s. Taiwan is a major investor
in the Mainland, and the PRC is Taiwan's | argest export market after the U S
Taiwan wants to establish itself as a regional operations center for third-
country businesses aimng at regional markets. Taiwan is also an inportant
regi onal trading and investnment partner. However, Taiwan continues to
prohibit direct trade, shipping and air links with the PRC

Taiwan is an excellent market for U S. firns. Taiwanese are receptive to
forei gn products and have noney. U S. exports to Taiwan range from steam
boilers to soybeans. U S. investors range fromgiants to individuals.
Conpetition is fierce, with Japanese firms well-entrenched and Eur opeans
capturing market share. Nonethel ess, Tai wanese generally have feelings of
goodwi | I toward the U S. and favorable inmages of U S. products. U S firns
with good products at conpetitive prices will find Taiwan a rewardi ng market.

**Country Commercial Guides and the Taiwan Conmerci al Guide are available for
U S. Exporters fromthe National Trade Data Bank's CD-ROM or via the
Internet. Please contact STAT-USA at 1-800- STAT-USA for nore infornation.
Country Commercial CGuides and the Tai wan Conmerci al Guide can be accessed via
the Worild Wde Wb at www st at-usa. gov, ww. state.gov, and ww. nac. doc. gov.
They can al so be ordered in hard copy or on diskette fromthe Nationa

Techni cal Information Service (NTIS) at 1-800-553-NTIS. U. S. exporters
seeki ng general export information/assistance and country- or area-specific
commercial information should contact the U S. Departnent of Comerce, Trade
I nformation Center by phone at 1-800-USA-TRAD(E) or by fax at (202) 482-4473.

CHAPTER 11: ECONOM C TRENDS AND OUTLOCK

Maj or Trends and CQutl ook

Tai wan has nmintained rel atively good econoni c fundanmental s over the past
five years, despite having to absorb a series of external shocks. Tensions
increased with the PRC fromJuly 1995 to March 1996, culmnating with PRC
m ssile testing near Taiwan which unsettled Taiwan’s financial nmarkets. An
out break of sw ne foot-and-nouth di sease (FVMD) which began in 1996 severely
damaged Taiwan's pork export industry. And the financial crisis that has
buf f et ed Sout heast and Northeast Asia since nid-1997 took its toll on the



i sland' s econony, leading to a nine-percent drop in 1998 exports and
financial difficulties at a dozen of |isted conpanies and as well as a few
smal | banks.

Nevert hel ess, Taiwan's econony has continued to grow, although the growh
rate did decline from6.8 percent in 1997 to 4.8 percent in 1998. A
substantial inprovenent in export performance in the first quarter of 1999
has al |l owed domestic think tanks to revise upward projections for gromh in
Taiwan’s econony in 1999 to five percent. The econom ¢ recovery of Southeast
and Northeast Asian nations will be one nmain force behind the expansi on of

Tai wan's export shipments while it is hoped that |iberalization of the

tel econmuni cati ons sector, together with a booning stock market, will sustain
a substantial growth in private consunption. However, a delay in ngjor
public construction projects, including the high-speed railway, may be a drag
on growth prospects this year. |In 1999, Taiwan is once again enjoying net
portfolio capital inflows, resulting in the continued increase in Taiwan’s
very large foreign exchange reserves. Wth healthy econom c fundanental s,
Taiwan's currency is expected to remain stable and perhaps even gain strength
over the near term Prices are expected to renmain stable unless summrer
typhoons di srupt produce supplies or an unexpected external factor should
drive up key international comodity prices. Full enploynent will prevail
with the rate of unenpl oynent renaining bel ow three percent.

Principal Gowh Sectors

Monmentum for Taiwan's economic growh in the past two years has cone largely
fromthe expansion of donestic demand, especially in the private sector
Wil e exports leveled off in 1997 and subsequently dropped 9.4 percent in
1998, both private consunption and private investnent have grown
substantially. Thus the private sector's share of GDP increased from 71.9
percent in 1996 to nearly 75 percent in 1998. It is expected to reach an
estinmated 76 percent in 1999. The GDP share for exports net of inports
declined from 3.8 percent in 1996 to 2.0 percent in each of 1998 and 1999.

On the supply side, econonic liberalization has sustained fast growth of the
service sector over the past two decades. Services, which accounted for 55
percent of GDP in the early 1990s, reached 62 percent in 1997 and 63 percent
in 1998. The banking, insurance, and securities sectors have been opened to
private investnment in the past ten years. A futures exchange was i nhaugurated
in July 1998, and nore recently, the authorities started to issue |icenses
for private firnms to operate paging and cellul ar phone services. Moreover,
the authorities are scheduled to permit private conpanies to run |ocal, |ong-
di stance and international phone services in the near future. New financial
services, such as automatic teller machines and credit cards, have becone
common, while new financial derivative products have been introduced as well.
Kaohsiung, in south Taiwan, is the world's third | argest container port and a
key center for US shipping conpanies. As for air cargo, two U. S. conpanies
have | ocated their Asian regional hubs in Taiwan.

The island has been nmaeking progress in realizing its anbition -- first
expressed a decade ago -- to transformitself froman export platforminto a
hi gh-tech production center. Taiwan exports of high-tech and capital -

i ntensi ve goods exceeded exports of |abor-intensive goods for the first tine
in 1993. They surpassed the 60-percent-of-total -exports mark in 1996, held a
64 percent share in 1998, and rose to 67 percent in early 1999.

The PRC has absorbed over 40 percent of Taiwan's overseas investnent, and
this investnent has |led Taiwan's exports to the PRCto rise to the 20-25



percent of total exports. Following a nmarked increase in cross-strait strait
tensi on during 1995 and 1996, the Taiwan authorities have adopted a policy of
encouraging investors to limt exposure to the mainland. This policy has
contributed to a 50 percent drop in Taiwan's investnent in the PRC in 1998
and anot her decline of seven percent in early 1999, although full first-
quarter 1999 figures show an increase of 6.5%over the depressed figures of
the previous year's first quarter. This policy, together with the inpact of
the 1997-1998 financial crisis in East Asia, resulted in a decline of 13
percent in exports to Hong Kong in 1998 and a decrease of another two percent
in the first quarter of 1999, when Taiwan's overall exports grew 3.5 percent.
(Exports to Hong Kong are mainly for transshipnent to the PRC.) During the
same period, the United States has remai ned Taiwan's | argest tradi ng partner
| argest export narket and the second | argest supplier of Taiwan's inports.

Whil e Taiwan's industrial sector has shrunk in relative terns, capital- and
technol ogy-intensive industries have expanded dramatically. These industries
accounted for 71 percent of total manufacturing in 1997, and the share
increased to 72 percent in 1998 and 73 percent in March 1999. During this
structural transition, |abor-intensive industries, such as toys, footwear,
unbrel las, and garnents, have relocated of fshore. They have been repl aced by
electronic, electrical, machinery, netal and petrochem cal products makers,
all of which expanded greatly in the 1990s. |In the early 1990s, technol ogy-
oriented industries, including electronic and information industry conpanies
qui ckly becane the backbone of Taiwan's manufacturing sector. N ne of the
top ten exporting firns in 1998 were el ectronic and conputer nanufacturing
conpani es, conpared to only two five years ago. Taiwan is now the world's

| eadi ng supplier of notherboards, nmonitors, nice, interfaces, network cards,
and graphic cards. Taiwan ranked second in the market share of notebook
computers in 1998 and is expected to replace Japan as the nunber one share
hol der in 1999. Taiwan is the world' s |argest sem conductor CEM supplier

Taiwan felt the effects of the Asian financial crisis in 1998 as stock prices
declined, the NT dollar depreciated and exports dropped 9.4 percent. In

addi tion, sone business firns, including a dozen listed on the stock narket,
two finance conpani es and two conmercial banks ran into financial difficulty
in the last quarter of 1998. The authorities responded with a series of
measur es designed to shore up these institutions. They brokered the
reschedul i ng of |oan repaynents, offered lowinterest |loans to stinulate the
real estate industry, reduced bank reserve requirenents, and | owered bank
taxes. These neasures, in conjunction with a recovery in Taiwan’s exports in
the first quarter of 1999, were enough to stabilize the financial markets and
initiate an upswing in the econony. As rising exports and the authorities

i ncentive packages reestablished investor confidence, foreign portfolio

i nvestors increased their holdings in Taiwan, stock prices rose and Taiwan's
foreign exchange reserves grew to $95 billion, the third highest in the
wor | d.

Over the past year Taiwan has nade great progress towards its accession to
the World Trade Organization (WIQ. It has concluded bilateral consultations
with all of the 26 econonies requesting such talks with Taiwan, and by Apri
1999 Tai wan has signed agreenents with 24 of the 26 economies. O 40 |oca
bills inplenenting conmitnents related to Taiwan's accession to WO subnitted
to the Legislative Yuan, 34 have al ready passed.

Public Role in the Econony

Tai wan has been reducing the public sector's role in the econony in an effort
to reduce the central authorities’ budget deficit. As exports to East Asia



dropped drastically in 1998 due to a decline in purchasing power, Taiwan's
authorities adopted a policy to stinulate donestic demand. A nunber of big
construction projects (including a north-south high-speed railway and a

| arge-scal e public housing progran) have been consigned to private firnms to
execute on a buil d-operate-transfer basis. A government re-engineering
programis al so under way. Under the program several mnisterial agencies
will be nerged or phased out while the scale and functions of the Taiwan
Provi nci al Governnent have been cut.

Privatization has gai ned noment um over the past two years as well. Equity
shares in a nunber of state-owned enterprises (including three |arge

provi nci al banks) have been |listed on the stock exchange and sold to private
investors. The three largest state-owned firns (i.e., Chinese Petrol eum
Corp., Chunghwa Tel ecom Corp. and Tai wan Power Corp.) will be privatized in
three to five years

The Taiwan authorities' efforts to reduce the size of the public sector over
the past six years have substantially cut the central budget deficit, which
dropped from 32 percent of total central spending in FY1992 (endi ng June
1992) to 15 percent in FY1997. The central budget for FY1998 posted the
first surplus of NT$119 billion in eight years. However, with |lower than
anticipated revenues in FY 99, the absorption of provincial debt along with
addi ti onal spending for the econonmic stinulus program the central budget is
expected to be in deficit again in FY 2000.

Tai wan’ s chroni c budget deficit, while declining, has inflated outstandi ng
public debt fromsix percent of GNP in FY1991 to 16 percent in FY1998. |Its
share may further increase to 25 percent in FY1999. As a result, debt
service paynents clinbed from#6.5 percent of total expenditures in FY1991 to
15 percent in FY1999. It is expected to rise to 19 percent in FY2000.

Nati onal defense continues to account for the lion's share of the centra
budget, although national defense expenditures as a percentage of total
central budget expenditures have dropped fromover forty percent four decades
ago to twenty percent in FY1999. The Taiwan authorities' armed forces
reduction efforts could further cut the share down to 15 percent in FY2000,

| ower than social welfare, debt service paynments and the 16 percent all ocated
for "education, science and culture".

Bal ance of Paynents

Tai wan achieved a $4.8 billion bal ance of paynents (BOP) surplus in 1998,

whi ch contributed to a 7.8 percent increase in its international reserves to
$95.1 billion. Taiwan's foreign exchange reserves (i.e., internationa
reserves mnus five percent in gold holdings), amounted to $90.3 billion, the

third largest in the world after Japan and the PRC. Key factors contributing
to Taiwan's 1998 BOP surplus included a marked increase in foreign portfolio
inflows, particularly in the fourth quarter, and the decision of Taiwan

busi nesses to shift overseas assets back to Taiwan to ease their credit
crunch problens. Another factor was Taiwan's ability to post another current
account surplus in 1998, even though it was undercut by declines in exports.
The Taiwan BOP picture is expected to continue to inprove in 1999 as exports
to Sout heast Asia recover and foreign portfolio investnment continues to flow
in.

Quality of Infrastructure

Tai wan has an extensive and wel|l devel oped infrastructure system Two
international airports are located at the north and south ends of the island.



Fourteen donmestic airports connect nmajor cities and key offshore islets.

Five international harbors facilitate inport and export trade. Toll highways
and a round-the-island railway forman extensive inland transport network,
including a north-south freeway. The average famly has nore than one

tel ephone. Pagers, cellul ar phones, fax machi nes and personal conputers are
common for business firns. Virtually every fam |y has access to electricity
and househol d tap water, except in renote nountai nous areas.

In the past, traffic congestion, delays in domestic flights, |ong-waiting
times for entry into Taiwan’s harbors and tight power supplies were comon.
Tai wan has stepped up infrastructure construction in response. Severa
sections of the second north-south freeway have al ready been opened to
traffic. Two business groups have been contracted to build a north-south
bullet railway and a rapid mass-transit system between CKS Airport and Tai pe
City. Privatization of harbor operations in January of 1998 have virtually
elimnated the waiting tinme for entry into Kaohsiung Harbor, the third

| argest container port in the world. Eight private firnms have been

aut horized to build power plants and the first one went into operation in My
1999. Another three will start supplying power in 2000 and 2001. As a
result, the reserve capacity of the power grid is expected to increase from
5.6 percent in 1996 to nine percent in early 1999 and 15-20 percent in 2000.

CHAPTER 111: POLI TI CAL ENVI RONVENT

Over the past decade, Taiwan has nade the transition froma single-party,
authoritarian polity to a denocratic, nulti-party political system Martial
I aw, which had been in force since the 1940's, was lifted in 1987. Taiwan's
first denocratically-elected | egislature was chosen in Decenber 1992. The
denocrati zati on process continued with the first direct elections of the
Mayors of Taiwan's two |largest cities (Tai pei and Kaohsiung) and the Governor
of Taiwan Province in Decenber 1994. Those officials were previously

appoi nted by the central authorities. After the second fully-denocratic

el ection for the national |egislature was held in Decenber 1995, Taiwan
compl eted its denocratization by holding the first direct election of its
President in March 1996. Taiwan's constitutional system divides the
governnent into five branches or Yuans. The five branches are the Executive
Yuan, the Legislative Yuan, the Judicial Yuan, the Control Yuan and the
Exami nation Yuan. At the top of this structure is the President.

The Kuomintang (KMI, or Nationalist Party), which ran the previous

aut horitarian governnment on Taiwan, still holds nbost of the key politica
posts on the island. The KMI won 124 of 225 seats in the Legislative Yuan
(LY) elections held in Decenmber 1998. Currently the President is also the
Chairman of the KMI and appoints the heads of the Yuans, including the head
of the Executive Yuan, the Prem er

On the controversial issue of cross-strait policy, the KMI maintains that
reunification with nmainland China can only be considered after the latter

achi eves a denocratic governnment and an appropriate |evel of econonic
prosperity. |In the meantime, the authorities assert that since the "Republic
of China" is a "sovereign, independent country" there is no need to formally
decl are i ndependence (an act which the People’s Republic of China -PRC has
threatened to resist by force, if necessary). Al though since the 1996

el ections tensions had eased, in July 1999 President Lee stated that

rel ati ons between the PRC and Tai wan shoul d be conducted on a "special state-
to-state" basis. The PRC was infuriated by this statenent, and it remains to



be seen what the effect the statenent will have on the political and econonic
rel ati onshi p between the PRC and Tai wan

The main opposition party is the Denocratic Progressive Party (DPP). Since
its founding, the Party's nost salient policy difference with the KMI has
been the issue of Taiwan i ndependence. However, as the DPP has matured and

gained a nore significant role in Taiwan politics -- including at the County
Magi strate and City Mayor level, where it holds nore than half the seats and
in the LY, where it holds 70 of the 225 seats -- it has nodified its stance

on Tai wan i ndependence. While sone nmenbers of the party want the people to
deci de Taiwan's status through a plebiscite to be held at an unspecified time
inthe future, the majority effectively agree with the KMI that the "Republic
of China" is already independent, nmaking a formal declaration of independence
unnecessary. The DPP has al so staked out generally populist positions of
concern for the environnment and for working people.

On Taiwan, the KMI was historically associated with ethnic mainlanders (i.e.
people who fled to Taiwan with the KMI in 1949 and the descendants of those
people). The DPP has sought to identify itself with the ethnic Tai wanese
(Chinese who imm grated to Taiwan during the past 300 years, nostly from
Fujian Province). As the denocratization process proceeded, the ethnic-

Tai wanese rol e expanded. Today, a majority of the officials and nmenbers in
the KMI, including the President, are ethnic Taiwanese. Partly as a reaction
to the Taiwani zation of the KMI, a new opposition party broke off fromthe
KMI in 1993. The Chinese New Party (CNP) is dom nated by second-generation
"mai nl anders" who have grown up in Taiwan, but who favor eventua
reunification with a denocratic nmainland. The party won 21 seats in the 1995
LY el ections, but took only 11 seats in the 1998 LY elections. Al though
ethnic differences are still significant politically, their inportance is
declining as younger generations pay |less attention to the issue.

The defining characteristic of Taiwan's international relationships is the

| ack of diplomatic ties with nost nations of the world. The authorities on
Taiwan call their administration the "Republic of China," and for many years
clained to be the legitimte governnent of all China. The PRC, however,
considers Taiwan to be a renegade province with no right to play an

i ndependent role in world affairs. The PRC will not maintain diplonmatic
relations with countries which also have official ties to Taiwan. Mbst
countries have, therefore, chosen to establish diplomatic relations with the
PRC. As of July 1, 1999 twenty-eight countries maintained diplomtic
relations with Taiwan. The PRC was adnmitted to the United Nations and nost
rel ated organi zations in 1971, forcing out Taiwan. The U S. sw tched

di plomatic recognition to the PRC in 1979.

Several years ago the Taiwan authorities changed policies and now no | onger
insist that they are the sole legitinate rulers of all of China. Wile stil
adm tting that Taiwan is part of China, they now seek recognition as one of
two "legitimate political entities" in China (the other being the PRC).

Under this policy, the Taiwan authorities are seeking to join various

i nternational organizations, including the United Nations, but have
encountered stiff PRC opposition. Taiwan has been able to join the

Asi a- Paci fic Economi ¢ Cooperation (APEC) dial ogue as an "econony" and is
applying to join the Wrld Trade Organization (WO as a "custons territory."

Al t hough the United States does not have diplomatic relations with Taiwan,
the U. S . -Taiwan relationship is generally excellent. The American Institute
in Taiwan (AIT), a private, non-profit institution, was established in 1979
to maintain the unofficial relations between the peoples of the United States



and Taiwan. More than forty other countries, including nost najor European
and Asian nations, also maintain unofficial representation

CHAPTER 1V: MARKETI NG U.S. PRODUCTS AND SERVI CES

Taiwan is the U S.' seventh |argest export market. U. S. goods enjoy a
reputation for quality on the island. This is coupled however, with a
reputation for high-cost and, sonetinmes, poor service fromU. S. vendors.
Nearly every type of sales channel exists on Taiwan. U.S. goods reach end-
users through agents, distributors, franchisees, direct marketing, nmail order
and al nost any ot her inmaginable neans. Distribution policy varies dependi ng
on the type of product and the end-user of the product, but all distribution
channel s are changing rapidly under the pressures of new demands from
sophi sti cated Taiwan consuners, intensified conpetition fromforeign and
domestic rivals and the introduction of new information technologies to the
di stribution chain.

Mar keting products is too conplex a subject to be covered in such a brief
space, so the comments made here are of necessity very general. Taiwan end-
users tend to make purchasing decisions based primarily on price -- although
ironically a higher price may be nore attractive to the Taiwan buyer of
certain kinds of consuner goods. A strong |ocal presence, with a wholly-
owned subsidiary, branch office, joint venture or agent/distributor, is

anot her key to success in the narket.

Taiwan is a land of snmall businesses and traders who inmport fromall over the
world. The strength of Taiwan's econony is not inits fewlarge firms --

al t hough Tai wan has grown a handful of firnms whose presence is beginning to
be felt in world markets -- but in its nultitudinous small and nedi um si zed
firms. There are over one nillion registered businesses on Taiwan. The

i sland has 100, 000 | egal factories and probably another 200,000 illega
factories. To sell to these firms, a U S. firmnust find a | ocal partner

Al though it may be possible to supply a few types of highly specialized
products directly fromthe U S., nost US firns will find it necessary to
have sone kind of |ocal presence to market and service their products.

Di stribution and Sal es Channel s

The nmost conmon distribution route in Taiwan noves products from suppliers to
distributors, fromdistributors to retailers, and then fromretailers to
consuners. Sone suppliers use shorter distribution channels, distributing
products directly through retailers only or, for conpani es such as Avon and
Nu Skin, selling products directly to the consuner. Foreign firns,
especially snmall and nmedi um si zed conpani es, generally rely on agents to sel
their nerchandise to distributors. However, for certain products, such as
apparel, the distribution channels tend to be nore conpl ex.

Most foreign firns enter the market through a Taiwan agent. Taiwan firns
prefer the partnering aspect of an agency relationship. Although sonme firns
are willing to act only as distributors, there is a fear that firns seeking
distributors are not serious about the market and will not support their
distributor. Firnms selling equi pment or nachinery frequently find it

necessary to find a partner willing and able to do sone assenbly or
manufacturing in Taiwan. Although not necessarily a formal joint venture,
these efforts require a higher degree of commtnent to the nmarketplace. |If

the size of the market warrants, firns may w sh to consider setting up a
branch office or subsidiary in Taiwan. Taiwan wel cones foreign investnents



and establishing an office in Taiwan is relatively easy, if sonetines
bur eaucrati c.

There are many ways to find an appropriate agent or distributor in Taiwan.
The Conmerce Departnent's Agent/Distributor Service (ADS) programoffers U S
firnms a cheap and easy way to identify potential partners. The Taipe

| nporters and Exporters Associati on has over 100,000 nmenbers and is well

equi pped to help foreign exporters find an agent from anong its nenbers.

Most Tai wan industry associations publish lists of their nenmbers. The China
External Trade Organi zation (CETRA) has four offices in the United States and
these offices contain a wealth of information on Taiwan. A listing of
CETRA's U.S. Ofices is included at the end of this section

Pricing Structures in Taiwan

Product brand is an inportant determinant of price policy. GCenerally
speaking, price margins at the distributor level for international brands are
| ower than for local or regional brands. Distributor price nmargi ns range on
average between 10 percent and 30 percent, depending on which party nmintains
responsibility for over marketing. |In addition, price breaks and discounts
for quantity purchases are frequently offered.

Taiwan inporters and distributors widely use nodern retail stores for

di stributing foreign-nmade consuner goods, such as food/grocery products,
apparel, furniture, hone furnishings, house wares, electrical appliances,
stationary and toys. It is estimted that over 90 percent of inported
consumer goods are sold through the four types of nodern retail institutions
with different price nmargins:

Department Stores: average 15-35 percent margin
War ehouse Stores: average 15 percent nargin
Conveni ence Stores: average 30-40 percent nmargin
Super mar ket s: average 20-25 percent nmargin

Establishing an Ofice

Establ i shing a subsidiary or representative office is not considered

particul arly burdensonme. However, there are a nunber of different corporate
structures to decide upon and an array of forns and procedures to conplete.
In addition, a Chinese nane is required. Consultations with reputable |oca
attorneys or accountants are highly recomended to properly consider the

i ssues relevant to each business and conplete all necessary steps required to
beconme established in Tai wan.

Sel | i ng Factors/ Techni ques

The nost inportant consideration for nost Taiwan buyers is initial price.
The nmpost conmon conpl aint against U S. goods is that their price is too high
Tai wan busi nesspeople are notoriously short-termoriented and U.S. firns are
frequently frustrated by the fact that nost Taiwan firns do not consider the
life-cycle cost of a product when making a purchase. Although attitudes are
slow y changi ng, nost Taiwan firns will only pay a higher price for a product
if they see an imedi ate payoff in reduced costs. It is difficult to sell a
product that is nore expensive now, but which will be cheaper over two years
-- increase the payback tinme to four or five years and the sal e becones

al nost i npossible. After price, the next nost inportant considerations are
quality of the goods and after-sal es service.



Advertising and Trade Pronotion

Tai wan busi nesspeopl e are active participants in the gl obal marketpl ace.

They read trade journals fromthe U S., Europe and Japan, participate in the
maj or international trade events and are well aware of current trends in
their industry. There are local trade shows for nost nmmjor industries and
CETRA is the co-organi zer of many of these shows (usually in conjunction with
the relevant industry association). A local partner can give the best advice
on where and how to advertise, but participation in the najor trade shows and
advertisenent in the rel evant Taiwan trade journals and industry newspapers
are inportant.

I nformati on on shows can be obtained from CETRA. The CETRA Wrld Wde Wb
address is http://tradepoint.anjes.comtw and Taiwan offers several lists,
including a frequently updated cal endar for international conferences and
trade exhibition held at the Taipei Wrld Trade Center. The WWV address for
the cal endar is appended to the address: http://~/events/index. htm

U.S. conpanies that do not have representatives or agents in Taiwan shoul d
target professional journals and nagazi nes. The followi ng are sone of
Taiwan's mgj or industry newspapers and busi ness publications:

Conmercial Times (Daily Newspaper)

M. Chang Huei Lin, Deputy Manager

Busi ness Service Departnent

2F, 68 Ying Peng N. Rd., Tai pei

Tel : 886-2-2382-1598, 2381-3199 ext. 2211
Fax: 886-2-2382-1258

Economi c Daily News (Daily Newspaper)

M. T.C. Tsio, Deputy Director

Busi ness Servi ces Depart nent

1F, 555 Chunghsiao E. Rd., Sec. 4, Tai pei
Tel : 886-2-2768-1234 ext. 2515

Fax: 886-2-2763-4124

Busi ness Weekly (Weekly Magazi ne)
Ms. Sandra Chang, Deputy Manager
Advertisenment Depart nent

5F, 62 Tunhwa N. Rd., Tai pei

Tel : 886-2-2773-6611 ext. 260
Fax: 886-2-2711-0656

Conmonweal t h (Mont hly Magazi ne)
Ms. C.Z. Wi, Vice President
Advertisenment Depart ment

4F, 87 Sungki ang Rd., Tai pei
Tel : 886-2-2507-8627 ext. 326
Fax: 886-2-2507- 8045

Br eakt hrough (Monthly Magazi ne)
Ms. Ying Chang, Manager

Adverti senent Depart nent

9F, 156, Fu Hsin N. Road, Tai pei
Tel : 886-2-2715-0471 ext. 22
Fax: 886-2-2713-5701

Directory of Taiwan (Annual soft cover book)



Publ i shed by The China News (a general circulation newspaper)
10F, 41, Tung Hsing Road, Taipe

Tel : 886-2-2768- 6002

Fax: 886-2-2768-6773

Tai wan's advertising sector is conparable to other devel oped econom es and
covers a wi de range of nedia. There are sone restrictions to adverti sing,
especially the lintation of alcohol and tobacco commercials on tel evision
Maj or international advertising firms doing business in Taiwan are listed as
fol | ows:

Leo Burnett Co. Ltd.
ot" F., 207 Tun Hwa S. Rd., Sec. 2, Taipe
Tel : 886-2-2732-1211
Fax: 886-2-2732-8810

Li ntas Tai wan Advertising Agency

Rm 501, 5F., 136 Jen-ai Rd., Sec. 3, Taipe
Tel : 886-2-2701-5299

Fax: 886-2-2708-1719

DDB Needgam Wor | dwi de | nc.

6F., 15-1 Hangchou S. Rd., Sec. 1, Taipe
Tel : 886-2-2395-1995

Fax: 886-2-2395-1998

Backer Spi el vogel Bates Ltd.

6F., 120 Chienkuo N. Rd., Sec. 2, Taipe
Tel : 886-2-2505- 5305

Fax: 886-2-2505-53332

Dent su, Young & Rubicam C., Ltd.
17F., 207 Tun Hwa S. Rd., Taipe
Tel : 886-2-2378-8938
Fax: 886-2-2378-8949

Essential Tips for Entering the Consuner Goods Market

Taiwan is well-known as an industrial dynano that has been racking up export
successes for over twenty years. Wiat is less well known is the fact that
this dynanmo has produced a donestic consumer nmarket that is now boomnming. As
not ed above, all of the trends in Taiwan point toward a grow ng, but
fragmenting consunmer market. Wiile the specifics of Taiwan's consuner narket
are uni que, the basics are the same as anywhere, that is to find out what
consuners want (or create a product they will want when they see it),
determine what they are willing to pay for it, and research the nobst
efficient neans of getting it to them US. firnms wanting to enter the
market will find a fairly sophisticated network of support firns who can help
them carry out these tasks

As in the industrial sector, finding a good |local partner -- be it an agent,
distributor, licensee or joint-venture partner -- is essential. Partners
will frequently give guidance on narketing channels, the nunber of which is
bewi | dering. Consuner distribution in Taiwan is dom nated by a vast nunber
of small, independent retailers who are served by a network of whol esal ers.
As the Taiwan market becones nore attractive to investors and consuners
becone nore sophisticated, however, this sinple systemis breaki ng down.



Larger chains with greater econonmi es of scale are sone of the new players
changing the face of Taiwan's retail market.

Maj or Types of Mbdern Retail Stores

Modern retail stores such as departnent stores, warehouse markets,
super mar ket s and conveni ence stores, have played increasingly inportant roles
whil e other types of traditional retail outlets, such as nomand pop stores
and PXs, are becoming |less inportant as consunmer patterns change. |In 1997
over US$10.1 billion or 14.4 percent of all consumer goods were sold through
nmodern retail stores. This proportion is expected to increase significantly
as many of the over 30 planned shopping malls are devel oped and new nodern
retail types, such as category killers and big-box retailers, are introduced
to the market.

Departnment Stores: There are about 50 departnent stores |ocated throughout
Tai wan but concentrated in the large cities. Mst of these departnent stores

are run on a Japanese nodel, i.e., the bulk of the floor space is rented out
to concessionaires who pay rent and a fixed percentage -- about 20 percent or
so -- of either their gross or net income. Such arrangenents hel p departnent

stores avoid risk and enabl e repl acenent of concessionaires recording poor
sal es. Concessionaires are responsible for decorating and staffing their
sal es areas. Although the departnment stores do purchase sone merchandi se on
their own account, nobst of their sales are through the concessionaires. To
conpete against the lower priced bulk quantity sel ections available in

war ehouse stores, Taiwan departnent stores carry high-quality, upscale and
expensi ve nerchandi se. This trend should continue. The introduction of
conputerized systens to track sales should hel p departnent stores in buying
and inventory control to alleviate problens associated with the | ack of

mer chandi se sel ection. Because Taiwan consuners are very aware of custoner
service and at nosphere when shoppi ng, departnent stores will continue to
focus on distinguishing thensel ves through special design, decor, fashion
shows, art exhibitions, VIP cards, in-store child care and food courts to
attract their target nmarket.

Specialty Chain Stores: Arelatively new phenonenon in Taiwan is the
specialty chain store. U S. based chains such as Pearle Vision Center and
Toys 'R Us have set up outlets in Taiwan, as have firns from other foreign
countries, such as Aoyama Suits and Joshin of Japan. These chain stores
conbi ne the advantages of central purchasing (nearly all operate their own
central warehouses) with product specialization are gaining market share
rapidly.

War ehouse stores and Supernmarkets: In addition to departnment stores and
specialty chain stores, warehouse stores are proliferating in Taiwan. The

| ar gest war ehouse store chain on the island is Carrefour, with 22 stores.

U S. warehouse store chains such as Price Costco have also recently entered
the market. It is estimated that about 40 additional warehouse stores wll
be opened in the next three to five years. The current supernarket |eader is
Hong Kong-based Wel |l cone. Despite recent slow sales growh, market | eaders
are openi ng new supermarkets in areas where no warehouse stores are | ocated.
As a whol e, warehouse stores are |arger stores carrying a diversified range
of products at cut-rate prices. Wile supermarkets carry a snmall range of
non-food products, warehouse stores carry a nmuch broader range of casua

cl ot hi ng, househol d consuner goods, autonotive accessories and other products
in addition to products nornally purchased in a U S. supernarket.



Conveni ence Stores: Now over 5,000 strong islandw de, conveni ence stores,

whi ch offer food products and toiletries 24 hours a day, are mgjor outlets
for consuner food itens, such as snack foods, beverages and juices. 7-Eleven
Conveni ence Stores, the market |eader, has a total of 2,000 stores and pl ans
to reach 4,000 in the next ten years.

Shoppi ng Mal | Devel opment Projects: Over the next several years, |loca

devel opers plan to build 20-30 shopping nmalls throughout the island, provided
that investors can be identified. At present, three shopping malls,
including Tai Mall, Core Pacific and International Finance Center, are under
construction. TaiMall wll begin operations in July 1999 to becone the
island's first conposite comercial zone shopping nall. The other two are
expected to open in early 2000. Five shopping malls -- including Mall of

Tai wan, Metro Wl k, Breeze Shopping Center, Taiwan Sugar's Jenteh Shopping
Center and Kaohsi ung's Zanadu Shopping Mall -- have already broken ground and
will start building construction in the foreseeable future. Geat Wrld
Shoppi ng Center and Mall of Asia will be built in 1999. Core Pacific G oup
and Tai wan Sugar Corp. will build two nore shopping nmalls on the island.

O her | ocal major conglonerates such as President and Far Eastern al so plan
to actively invest in Taiwan's first wave of |arge-scal e shopping nall
projects. The establishnment of shopping nalls will provide a prom sing new
venue for departnent stores and specialty chain stores seeking to branch out.

Addi ti onal Sal e Routes

Franchising: A variety of franchise arrangenents exist on the island,
rangi ng fromequally shared joint venture partnerships to the Pizza Hut nodel
where stores are managed and operated by a "master franchise" or a regionally
based conglonerate. As Taiwan |acks a strong | egal basis for on franchise
operations, it is crucial that contractual arrangenents entered into by U S
conpani es stipul ate adherence to corporate policy. To gain a foothold in the
mar ket and ensure successful performance, franchi ses nust stress nanagenent,
personnel training, custoner service and consistency in product quality, and
seek guarantees for reliable distribution channels. Vital to the successfu
operation of a franchise in Taiwan is identifying a reliable internmediary
capabl e of enhancing and reinforcing technology transfer. 1In recent years
franchi se operations have shifted fromfast food restaurants such as
McDonal ds, Kentucky Fried Chicken, TAF, Pizza Hut, and Burger King to non-
food store services such as Cosnmed, Tower Records, Jani King and M das. As
the establishnent of shopping malls takes off greater opportunities for
franchi se operations will abound.

Direct Marketing: The direct marketing channel is devel oping in Tai wan.
"Multi-level sales" is becom ng nore popular as a second job to suppl enent
househol d i ncome. Recent figures indicate that there are approximately 2.7
nmllion people working for the 700 "nmulti-Ilevel sales" businesses in Taiwan
whi ch specialize primarily in nutrition and health foods, cosnetics and skin
care products and household cleaning itens. Firns such as Avon, Amnay, Nu
Ski n and Tupperware have taken advantage of the sales skills of anbitious,
wel | - educat ed Tai wan worren to becone very successful. Direct narketing
techni ques such as nmail order and Internet marketing are expanding rapidly.

In contrast to the industrial/comrercial market, Taiwan consumers in many
cases prefer to pay nore for goods they purchase. Conspicuous consunption is
ranpant in Taiwan society and consuners are eager to pay top-dollar for the
right brand of watch, car, cognac or necktie. Wile consuners are willing to
pay nore for perceived value, price conpetition in the marketplace can be
brutal. Firns that charge too nuch for their products in Taiwan can expect



to find parallel inporters undercutting their efforts. Consuners are
extrenely brand-conscious, but they are willing to shop around to find the

| owest price on their favorite brand. Mreover, when brand is not inportant,
consumners buy on price.

Selling to the Authorities

Selling to the Taiwan authorities deserves a special mention as there are
bot h excell ent opportunities and nmajor obstacles for U S firms interested in
Tai wan public procurenent. Many large, technically conplex tenders are |et
by the Central Trust of China (CIC), a quasi-state organization that has
procurenent and other responsibilities. Agencies that need to purchase

equi pnent i nform CTC of their requirenents. CTC announces and adninisters the
tender procedures, with technical evaluations performed by the purchasing
entity or its surrogates (such as outside consulting firns). CTC tenders nmay
be local (limted to firms with a Taiwan office) or international (also open
to firms outside of Taiwan), but both kinds of tenders are generally
conducted fairly and openly. U S. firns have a well-established record of
success in w nning CTC adnini stered tenders.

Whil e CTC handles a | arge portion of Taiwan authority purchases of advanced
equi pment, the bulk of Taiwan authority purchases are adninistered by the
purchasing entities thenselves. Nearly all of these tenders are open only to
firmse with a local presence, and it can be difficult for outsiders to obtain
advance information on such tenders. CICitself estinmates that they procure
| ess than 10 percent of the authorities total procurenment. |In addition to
the authorities' extensive infrastructural spending, inportant portions of
the econony are still in the hands of authority owned entities -- significant
parts of the energy industry, teleconmunications, and the production of

I iquor and tobacco products are authority nonopolies or near nonopolies.

U.S. firns have scored sonme nmaj or successes in public procurenent, but U S
compani es al so have serious conplaints about the system The contracting
entities tend to wield excessive power over the contractor: exorbitant
potential liabilities, cunbersone change order procedures, expensive bonding
requirenents are common. Contracting entities tend to view contractors as
adversaries, which can nake nornal business dealings strained. Taiwan
bureaucrats tend to believe that the penalty for naking no decision is always
| ess than the penalty for making the wong decision and this attitude can
result in frustrating del ays or unreasonabl e denands on the contractor as
bureaucrats seek to take the safest course of action. Conflict of interest
laws in Taiwan are not as fully devel oped as those in the United States.
Firnms enploying relatives of existing officials and/or retired officials have
an inside track on Taiwan authority contracts. Taiwan's new Gover nnent
Procurement Law (GPL) went into effect on May 27, 1999. It is hoped the GPL
will do much to significantly inprove the transparency and fairness of
procurenents by the authorities. However, until Taiwan joins the WO

i ndi vidual procuring entities are pernmtted under the GPL to treat foreign
firnms outside the GPL. Because the lawis so new, we do not yet know how it
will play out.

CETRA Ofices in the United States

U S. A - Chicago

Tai wan Trade Center, Chicago
Director: Jen-shing Pan

225 North M chi gan Ave.
Suite 1888



Chi cago, |IL 60601
Tel : 312-803-8888
Fax: 312-803-3333
E-mail: fets3@ol.com

US A - Man

Tai wan Trade Center, M am
Deputy Director: Carlos Liu
8491, NW 17th St., Suite 107
Mam, FL 33126

Tel : 305-477-9696

Fax: 305-477-9031

E-mail : ttcm@hadow. net

U S. A - New York

Tai wan Trade Center, New York
Director: John C. Liu

420 5th Avenue, 28th Fl.

New York, N.Y. 10018-2702

Tel : 212-730- 4466

Fax: 212-730-4370

E-mail: portia@rontiernet. net

U S.A - San Francisco

Tai wan Trade Center, San Franci sco
Director: Eugene |.J. Chen

555 Montgonery St., Suite 603

San Francisco, CA 94111-2564

Tel : 415-788-4304

Fax: 415-788-0468

E-mail: cetra.sf @x.netcom com

Protecti ng Your Product from | PR | nfringenent

Whi | e Tai wanese conpanies are well-known for their ability to quickly

i ncorporate ideas found in conpeting products, Taiwan's copyright, patent,
trademark, trade secret and integrated circuits | aws already neet nost

i nternational standards. There is general respect for those | aws, and ngjor
local and international distributors who are notified they are selling
counterfeit goods will typically cooperate with the rights hol der and cease
sales. Market monitoring systens (for both the export and donestic Tai wan
mar ket) appear to have hel ped deter to sone extent the sale of counterfeit
goods. Patent, copyright and tradenmark hol ders should of course investigate
the need to or desirability of filing for those rights in Taiwan.

Whil e Taiwan is not a menber of the Bern or Paris Conventions, it generally
adheres to the principles enbodied in those agreenents. The Copyright Law,
Pat ent Law and Trademark Law were further anmended in 1997 by the Tai wan
authorities to conformwith all TRIPS standards in fulfillnment of its
commitnents nmade during the process of WO accessi on negotiations with the
United States and other trading partners. However, the anended part of the
Patent Law will not go into effect until Taiwan accedes to the WIO. In
response to requests fromthe U S., the Taiwan authorities plan to require
inmprinting the source identification (SID) code on all conpact diskettes
begi nning July 1999.

Crimnal sentences, including jail terns for egregi ous cases, are routinely
met ed out by Taiwan courts in intellectual property rights (IPR)-related



cases, although police and courts are reportedly less willing to act in
weaker cases. Conmpensation for econonmic loss is also avail able.

Local Attorneys, Accountants and | nsurance Conpani es

Tai wan has a conprehensive, nodern | egal systemand with it a good nunber of
highly regarded | ocal and international law firnms or |egal consultants. Many
Tai wanese attorneys active in the international business area have studied
law in the United States, speak excellent English and understand well the
concerns of American businesses. Consultations with a conpetent |oca

attorney prior to engaging in business with the Tai wanese or in the Taiwan
mar ket is highly recomended.

Li kewi se, the major U S. and gl obal accounting firms and insurance conpanies
have offices and are very active in Taiwan. Any U.S. firminterested in
entering the Taiwan market shoul d nmake a point of neeting with these

prof essi onal advisors. Not only can they provide advise on their specific
areas of expertise, but on a wide range of business and cultural matters that
may be of concern

Up-to-date lists of professional firns nay be obtained fromthe Anerican
Chanber of Commerce in Taiwan (see Chapter X, Appendix E) or the |atest
Directory of Taiwan (see Chapter V).

Checki ng Bona Fi des

Prior to entering into a relationship with an unknown Tai wanese conpany, a
US firmwould be wise to confirmthe reputati on of the Tai wanese conpany.
Local attorneys and accountants can be excellent sources of information, as
can trade associations. Mre formally and for a fee, a nunber of private
conpani es in Taiwan provi de excel |l ent conpany background i nformati on checki ng
services

Dun & Bradstreet

12F, 188 Nanki ng East Road, Sec. 5
Tai pei, Tai wan

Tel : 886-2-2756-2922

Fax: 886-2-2749-1936

Estimated cost per Dunn & Bradstreet report is US$290 and can be ordered from
Dunn & Bradstreet in the United States.

China Credit Information Services, Ltd.
5F, Building C, 115 Tung Hsin Street
Tai pei, Tai wan

Tel : 886-2-2765-3266

Fax: 886-2-2765-6033

A standard CCI S report costs $150 and takes 2-3 weeks; an expedited report,
taking a 10-12 days, costs US$185.

CHAPTER V: LEADI NG SECTORS FOR U.S. EXPORTS AND | NVESTMENT

Best Prospects for Non-Agricul tural Goods and Services

Est. Dollar Gowth
in US. Exports for



Rank I ndustry Sect or the year 1999*

01. El ectroni c Conponents 246
02. El ec. Ind. Prod/ Test Equi pnent 177
03. Tel econmuni cati ons Equi pnent 97
04. El ectri cal Power Equi pnent 50
05. Conput er Software 45
06. Punps, Val ves/ Conpressors 37
07. Conput er Servi ces 17
08. Travel / Touri sm Servi ces 13
09. Pol [ uti on Control Equi pnent 13
10. Medi cal Equi pnent 12
11. Laboratory Scientific Instrunents 9
12. Educati on/ Trai ni ng 5
13. Conput er s/ Peri pheral s 3
14. Pl astic Material s/ Resins 3
15. Cosnetics/ Toiletries 2

* in US$ mllions

01 - Electronic Conmponents (ELC)

1997 1998 1999(e)
A. Total Market Size 31, 331 30, 069 33, 100
B. Total Local Production 28,569 27,238 30, 350
C. Total Exports 11, 010 14,116 16, 250
D. Total Inports 13,772 16, 947 19, 000
E. Total Inp fromthe U S 2,482 3, 364 3,610
Narrative: Taiwan el ectronic firns are inporting | eadi ng edge conponents --
especially integrated circuits (ICs) -- to naintain the conpetitiveness of
their assenbly operations. The expected expansion in the use of advanced
components will lead to increased inports fromU.S. conpani es because of

their superior technology. U. S -made seniconductors are very conpetitive,
ICs in particular. Anerican firnms face their stiffest conpetition from
Japanese conpani es which have | ed the passive conponent and displ ay/tube
mar kets.  Tai wan- produced conponents are suitable nmainly for consumer

el ectroni ¢ product applications.

02 - Electronics Industry Prod./Test Equi pnent (EIP)

1997 1998 1999( e)
A. Total Market Size 1,812 2,902 3,570
B. Total Local Production 265 310 365
C. Total Exports 215 252 295
D. Total Inports 1, 762 2,844 3, 500
E. Total Inp fromthe U S. 763 1, 023 1, 200

Narrative: Wth several on-going and proposed high-tech investnment projects
and growi ng production of advanced el ectronic products and conponents, sales
prospects for advanced El PT equi pnent are bright. Mst advanced El PT

equi prent must be inported to neet domestic demand since Tai wan- produced

equi prent is still limted to sinple, |ow value added products. The United
States | eads the market for sem conductor ElIPT equi pnment, while Japan
controls the EIPT markets in finished el ectronic products and passive
conponents. Japanese EIPT firns are taking a very aggressive approach to the



fast growing and lucrative sem conductor nmarket. Nevertheless, U S. EIPT
suppliers can be expected to continue as a najor source of specialized EIPT
equi prent for the industrial/comercial electronics and active conmponents
industries due to their excellent performance, high reliability and
durability.

03 - Tel ecomuni cati ons Equi prent ( TEL)

1997 1998 1999(e)
A.  Total Market Size 2,693 4, 386 4,970
B. Total Local Production 2, 869 3,509 4,010
C. Total Exports 1, 392 851 1, 200
D. Total Inports 1, 216 1,728 2,160
E. Total Inp fromthe U S 272 383 480

Narrative: Taiwan' s tel econmunications |iberalization has stimnulated demand
for network infrastructure and custoner pren ses equi pnent (CPE) products.
Tenders for basic fixed-line telecomservices (local, domestic |ong distance,
and international tel ephone), scheduled to be announced by nid-1999 with
prelimnary licenses to be awarded by Decenmber 1999, should offer substantial
| ong-term busi ness opportunities for U S. fixed-1ine network equi prent
suppliers. After privatization of the nobile tel ephone sector in 1998 and
the trenendous growth in this market, U.S.-nmade nobile phone handsets shoul d
mai ntain their strong market position, due to strong brand name recognition
and superior perceived quality. Anerican firns face strong conpetition from
Japanese conpani es which have | ed the sales of corded CPE, fax nmachi nes and
key tel ephone systens in particular. Corded CPE and public sw tching systens
are the mai nstay of Taiwan's tel econmunications equi pnent industry.

04 - Electrical Power Equipnent (ELP)

1997 1998 1999(e)
A. Total Market Size 3,102 2,828 2,990
B. Total Local Production 3, 600 3, 100 3,110
C. Total Exports 2,994 2,452 2,460
D. Total Inports 2,496 2,180 2,340
E. Total Inp fromthe U S 416 470 520
Narrative: |In addition to the on-going construction of the fourth nucl ear

power plant (Dragongate), the Taiwan Power Conpany (Tai power) plans to
upgrade existing generation facilities and to build new fossil fuel plants.
To address Taiwan's electricity shortage, |ocal manufacturing industries plan
to invest in electricity cogeneration and the authorities have given fina
approval for eight independent power plants (IPPs). U S. service and

equi prent suppliers are in a strong conpetitive position, though European and
Japanese firms are fighting for a greater nmarket share. Taiwan-produced

el ectrical generating systens are nostly assenbly products.

05 - Conputer Software (CSF)

1997 1998 1999(e)
A. Total Market Size 813 901 990
B. Total Local Production 470 535 600
C. Total Exports 145 173 200
D. Total Inports 488 539 590



E. Total Inp fromthe U S 439 485 530

Narrative: Because the Taiwan software industry is currently inits early
devel opment al stage, the local market relies heavily on inported software.
Because of grow ng awareness of intellectual property rights, |ocal purchases
of foreign-devel oped software have expanded rapidly in recent years

Anerican software vendors dominate, and will continue to dom nate the Taiwan
mar ket in coning years. Hi gh-demand U. S.-origin software nodul es include
operation systens, Internet/networking software, suite software, systemtools
for PCs platformoperation systens and software tools for workstations and
above workstation platforns. Strong demand for personal conputer
installations by households and private busi nesses propels the nmarket
expansi on of PC-based software products. U S. conpani es shoul d consi der

| ocal i zation of their products for Chinese | anguage users. The denmand for
U S origin software is expected to continue to increase substantially in

Tai wan.

06 - Punps, Val ves/ Conpressors (PVQO

1997 1998 1999( e)
A. Total Market Size 1,294 1, 350 1, 485
B. Total Local Production 1, 687 872 875
C. Total Exports 1, 406 683 700
D. Total Inports 1,013 1,161 1, 310
E. Total Inp fromthe U S 229 263 300

Narrative: Continued expansion of such industries as chenical materials,
chemi cal products and textiles is bolstering the market growth for punps,

val ves and conpressors. Proposed capital investnment in the three industries
will be over US$20 billion before the year 2002. Foreign firns are expected
to gain nore share in this growing sector since |ocal conpetition stil
remains only in the | ess conplex and snal |l - medi um si ze product areas.
Aggressive marketing efforts are essential for American suppliers to inprove
their market position in Taiwan.

07 - Conputer Services

1997 1998 1999(e)
A. Total Sales 916 933 980
B. Sales by local firm 577 585 615
C. Sales by foreign firm 339 348 365
D. Sales by U S 305 313 330

Narrative: The market for conputer services will continue to expand over the
next several years. |In particular, electronic information stream ng and
exchange services, web hosting services, web space nanagenent and network

i nking services, Y2K renedi ati on solutions and system consultation and
custom zati on services show significant growh potential due to projects
related to Y2K, electronic comerce (EC) and enterprise integration in both
the public and private sectors. Because prevailing Internet and EC
technol ogi es and applications were developed in the U S. which al so remains
the primary manufacturer, designer, and service provider of conmputer and IT
rel ated technol ogies, U S. conputer service providers have a strong
reputation for performance and advanced functions with integrated solution
capabilities. Although U S. firnms face increasing conpetition fromactive



European firnms, U S. software firns and service providers have strong market
opportunities in Taiwan

08 - Travel /Tourism Services (TRA)

1997 1998 1999(e)
A.  Total Sales 12, 281 11, 210 11, 780
B. Donestic Sales by Local Firms 110 125 140
C. Overseas Sales by Local Firns 12,171 11, 085 11, 640
D. Sales by U S Firns 1,558 1,502 1,515

Narrative: Taiwan's overseas travel is growing steadily with a yearly

i ncrease of about 10 percent. The United States has been, and remains, by
far the nost popul ar destination for those in Taiwan traveling outside of
Asia, with 577,178 visitors in 1998 (a decrease of 2.0 percent from 1997)
according to Taiwan statistics. Although many Tai wan | ong-haul tourists have
al ready gone to the U S., they still consider the U S. as the npbst attractive
country with nunmerous scenic spots warranting repeat visits. |In addition

Tai wan has | ong-standing close ties with the United States. Taiwan visitors
generally consider the U S. to be the nost popular and fanmiliar of countries.
Many airlines increases flights every sunmer to neet peak season demand.

Fi erce conpetition has forced Taiwan travel agencies to offer nore attractive
package tours at conpetitive prices. Twelve-day tours to the West Coast,
including two nights in Hawaii, continue to be the nost popul ar tours.

09 - Pollution Control Equi prent (POL)

1997 1998 1999(e)
A. Total Market Size 857 913 995
B. Total Local Production 955 800 840
C. Total Exports 766 638 670
D. Total Inports 668 751 825
E. Total Inmp fromthe U S. 169 172 185

Narrative: The market for pollution control equipnent in Taiwan is suffering
frommany of the sane problens in the rest of the region, nanely that it is a
luxury. There are still many areas that will witness significant growh such
as air pollution equipnent, solid waste, recycling technol ogi es, and
hazardous waste. However, industry has asked the Taiwan authorities not to

i npose any additional inpedinents to growh such as tightening environnenta
standards so that it can weather the current regional crisis. Wter

di scharge standards have been rel axed and other | aws are bei ng weakly

i mpl emented. Local production of pollution control equi pnent has also fallen
as have exports of such equiprment to regional markets. Despite the current
situation, market watchers expect this sector to grow by seven percent in
1998 and 1999. Best prospects for Taiwan will be higher technol ogies

pol lution control equi pnent and cl eaner production technol ogies for the

sem conductor, petrochem cal, pulp and paper and el ectroplating industries.

10 - Medical Equi prment (MED)

1997 1998 1999(e)
A.  Total Market Size 529 481 505
B. Total Local Production 255 220 230

C. Total Exports 112 96 100



D. Total Inports 385 357 375
E. Total Inp fromthe U S 164 148 160

Narrative: Recent rapid changes in social and econonic devel opment and

di sease patterns have not only expanded the scope of health care but also
made people pay nore attention to their own health. Due to limted donestic
production, nost advanced nedi cal equi pnent nust be inported. Qpportunities
for U S. suppliers of high-end nedical devices are good and will likely
remai n so through the next decade. However, the | ow end products which
domesti ¢ manufacturers focus on have had particularly conpetition

11 - Laboratory Scientific Instrunents (LAB)

1997 1998 1999(e)
A. Total Market Size 2,702 1,504 1,535
B. Total Local Production 832 694 720
C. Total Exports 635 584 605
D. Total Inports 2,505 1, 394 1,420
E. Total Inp fromthe U S 576 406 415

Narrative: Taiwan has made great efforts to inprove its R&D environnent.
Public R&D expenditure on a wi de range of projects has increased yearly. By
2002, nore than US$13.8 billion, alnost triple 1992's US$3.6 billion R&D
budget will be devoted by the authorities to science and technol ogy

devel opment. The authorities have al so provided the private sector with
attractive R&D tax incentives and other support. Sales of |aboratory
scientific instrunents have risen in the conputer, sem conductor and

tel econmuni cati ons sectors. Wth a nunmber of on-going and proposed hi gh-tech
i nvestment projects and increasing production of advanced el ectronic
product s/ conponents and tel ecomuni cati ons products, the demand for

| aboratory scientific instrunents will be further stinmulated. The Tai wan

mar ket for inported | aboratory scientific instruments will grow as the Tai wan
authorities continue to actively pronmote industrial upgrading and enphasi ze
the need for increased research and devel opnment over the next five years.

12 - Education/ Trai ni ng (EDS)

1997 1998 1999(e)
A.  Total Expenditures 17,720 17,579 18, 150
B. Spending at Hone 16, 500 16, 578 17,100
C. Expenditures Abroad 1, 220 1, 001 1, 050
D. Spending in the U S. 550 465 470

Narrative: |In 1989, Taiwan relaxed "Rul es Governing Advanced Study Abroad"
and reopened overseas study to senior high school graduates. Due to rising
fam ly incones, the nunber of students pursuing study abroad on a self-
financed basis has been on the increase in recent years. According to Taiwan
statistics, 40-45 percent of students pursuing study abroad have gone to the
United States. 1In recent years, short-term| anguage study and overseas
sunmer canp have been in great demand. |In recognition of this grow ng

mar ket, and the value placed on English | anguage skills in Taiwan, the UK ,
Canada and Australia have stepped up marketing to attract students.

13 - Conputers/Peripherals (CPT)

1997 1998 1999(e)



A.  Total Market Size 12, 052 14,526 16, 000
B. Total Local Production 23, 387 22,543 24, 450
C. Total Exports 13, 911 9, 525 10, 000
D. Total Inports 2,576 1, 508 1, 550
E. Total Inp fromthe U S. 373 225 228

Narrative: The market for conputers and peripherals offers substantial sales
opportunities for U S. suppliers. This is due to the rapid devel opment and
popul arity of the Internet, |ocal awareness of the inportance of
comput eri zation and i nformati on automati on and the pronotional activities of
the Taiwan authorities to spur the expansion of the conputer market in
Taiwan. As well, local industry, financial institutions, academ c research
institutes, and public schools are actively nodernizing their conputer and
net wor ki ng systenms to enhance production capability, office productivity, and
managenent efficiency.

14 - Plastics Material s/ Resins (PMR)

1997 1998 1999( e)
A. Total Market Size 7,269 6, 096 6, 250
B. Total Local Production 8, 243 6, 979 7,150
C. Total Exports 3,433 3, 045 3,120
D. Total Inports 2,459 2,162 2,220
E. Total Inmp fromthe U S. 544 441 444

Narrative: The growth of Taiwan's econony has resulted in increased dermand
for plastic products over recent years. Demand for high-tech and hi gh val ue-
added plastic materials and resins for use in local industries such as

el ectronic, communication, autonobile, textile, package, construction

medi cal supplies and sporting equi pnent has grown rapidly. |Insufficient

| ocal production, Iabor and | and shortages, environnental protests against
new projects or expansion of petrochenical plants, |ack of R& and advanced
technol ogy and sl owi ng economic growt h have inpacted | ocal production
capabilities. Inmports of plastic materials and resins are critical to the
Tai wan chemi cal industry, particularly the conposite and engi neering
materials sectors. Wile actual demand in quantity for plastic materials and
resins has grown, decreasing conmodity pricing has reflected a decreased
demand in dollar value terns.

15 - Cosnetics/ Toiletries (COS)

1997 1998 1999( e)
A. Total Market Size 856 727 745
B. Total Local Production 559 463 470
C. Total Exports 151 135 135
D. Total Inports 448 399 410
E. Total Inmp fromthe U S. 145 93 95
Narrative: Inproved living standards and a rising national incone along with

changes in consunption patterns have given rise to an expandi ng market for
cosnmetic and toiletries products. The market has expanded approximately 12
percent per annum from 1996. Foreign firns enjoy a strong market position in
this market. Major international cosnetic and toiletry firns have introduced
their brands into Taiwan and built production facilities. As the market
continues to expand, there will be increased demand for high-quality brand



nane inported products providing excellent opportunities for foreign

suppliers.

Note: The above statistics are unofficial estimtes.

Year | nports Exports Pr oducti on

1997 28. 60 28.50 28.55

1998 33.50 33.40 33.45

1999(e) 33. 00 33. 00 33. 00

Best Prospects For Agricultural Exports To Tai wan

Poultry (ready-to-cook, 1,000 nt) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total market size 740 775 795

b. Total |ocal production 739 770 780

c. Total exports 5 5 5

d. Total inports 6 10 20

e. Inports fromthe US 6(US$9 mil) 10($10 ml) 12($12 ml)

Turkey inports,

and poultry offa
producti on.
chi cken neat.

mainly fromthe United States,
West erners during the Thanksgi vi ng/ Chri st mas season
are banned to protect donmestic producers with high costs of
In June 1998, Taiwan established a 10,000 nt
This quota, open only to US product,

are basically consuned only by

I mports of chicken neat

i mport quota for US
is part of a package of

trade concessions contained in the Tai wan-US WO pre-accessi on trade
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100 percent market share in 1998.
suppliers under a tariff
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will be open to al
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rate quota system
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have
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Peaches/ Nectarines/Pluns (US$ mllion) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total market size 101.0 79.1 78

b. Total l|ocal production 57.2(92tm) 41.9(64tnt) 35(60tnt)

c. Total exports 0 0 0

d. Total inports 43. 8 37.2 43

e. Inports fromthe US 41 33.4 40

Taiwan is a very significant offshore market for
due to a very poor
on Tai wan dipped to $36.4 mllion in 1998. Fortunately,

Unfortunately,
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industry projects a nore conservative growh rate of ten percent per year
reaching over $40 million by the year 2003. A mmjor source of conpetition is

| mproper handl i ng and poor

trade.
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import tariff



rate for peaches and nectarines is 40 percent, and the rate for pluns is 35
percent.

Fruit & Vegetable Juices (US$ mllion) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total market size 242. 7 219. 4 230. 7

b. Total l|ocal production 219.2 195.4 205.7

c. Total exports 13.3 12 12

d. Total inports 36.8 36. 4 37

e. Inports fromthe US 10.6 13 13

Wth the cola/tea boomof the early 1990's apparently behind us, Taiwan's
thirsty consuners are now buying fruit juices/drinks (and mneral water) in
record nunmbers. Mich of this shift in preference derives fromthe popul ar
perception of fruit juices/drinks as being natural and heal thy, especially
for children. Many foreign suppliers conpete for the lucrative inport market,
but the U S. still maintains the | argest market share, 29 percent in 1998,
during which Taiwan inported $10.6 mllion of U S. pure fruit juices alone, a
36 percent increase over the previous year. Orange, apple, grape and
grapefruit juices nmake up the top four U.S. inports into Taiwan, in
descendi ng order, along with an innovative assortnent of m xed-juice
products. Taiwan consuners are expected to continue to increase their
consunption of inmported fruit juices/drinks at an average annual rate of five
percent through 2003. Until Taiwan becones a nenber of the WIQ, inport tariff
rates will nost likely remain high. (Orange juice: 42.5 percent; other pure
juices: 40 percent; juice mxtures: 35 percent; and any juice used in infant
food: 7.5 percent). Besides tariffs, non-100 percent fruit juices are also
assessed an extra 8-15 percent val ue added "conmodity tax."

Pork (carcass w. equivalent, 1,000 nt) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total market size 860 969 945

b. Total l|ocal production 1, 030 890 885

c. Total exports 70 3 5

d. Total inmports 0 22 25

e. Inports fromthe US 0 18($11mil) 20($13ml)

Bef ore the out break of foot-and-nouth disease (FMD) in March 1997, Tai wan was
a net exporter of pork and during the past several years had inported
virtually no pork products. In June 1998, Taiwan established annual inport
quotas for US pork belly and pork offal. These quotas, open only to US
product, are part of a package of trade concessions contained in the Taiwan-
US WIO pre-accession trade agreenent. As a consequence of the FMD out break
Tai wan | ost about one-third of its total pig herd. Naturally, demand for

i mported pork resulted. Unfortunately, US packers are not fanmiliar with

| ocal custons and practices for cutting, processing, and packagi ng pork offa
and other pork cuts. Therefore, they were at a di sadvantage, vis-a-vis
exporters from Asian countries where neat packers enploy practices sinmlar to
those foll owed on Taiwan. However, Taiwan, under the quota arrangenent

descri bed above, is required to inport 5,000 nt of US pork belly products and
7,500 mt of pork offal each year. Thus, these quotas provide US pork exports
access to the narket that would have been difficult to obtain in a nore
traditional trade environment. This advantage will disappear when Tai wan
accedes to the WIO and the quotas are replaced with a tariff rate quota
system under which all foreign suppliers have equal access. In the interim
US suppliers will have an opportunity to gain famliarity with loca

practices and requirenments, providing themwith the tools they need to renain
conmpetitive in this market after Taiwan accedes to the WO



Beef (carcass w. equivalent, 1,000 nt) 1997 1998 1999

(actual) (actual) (esti mat ed)
a. Total narket size 81 79 80
b. Total |ocal production 6 6 6
c. Total exports 0 0 0
d. Total inports 75 72 74
e. Inports fromthe US 17(%66m 1) 17($56m 1) 18(US$60M )

Over 90 percent of Taiwan's beef demand is supplied by inports. US beef,

whi ch accounts for one-third of the beef inport market, will continue to grow
in the coming years. In June 1998, Taiwan established an annual inport quota
for 5,000 m of US beef offal as a down paynment to the United States in

Tai wan's WIO accession bid. As the exclusive supplier of beef offal, the
United States is expected to gain a |arger market share of overall beef
imports in 1999. The demand for offal products on Taiwan is strong, but the
cut and package US beef offal products do not usually neet the specifications
required by this market. However, between now and Taiwan's accession to the
WO, the US will continue to be the only country that can export beef offa

to Taiwan. This should provide US beef offal suppliers time in which to
adjust to the requirenents of the Taiwan nmarket and the ability to conpete
strongly in this market after Taiwan accedes to the WIO and this market is
open to other overseas suppliers.

Snack Foods (US$ nillion) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total narket size 98 93 100

b. Total l|ocal production 76 70 72

c. Total exports 0 0 0

d. Total inports 22 23 28

e. Inports fromthe US 9 19 23

Snack foods are an inportant part of the Taiwanese diet. The variety of
snack foods available is broad and product categories are not well defined.
The most popul ar snacks are preserved fruits and seeds; dried

beef/seaf ood/tofu; flavored nuts and vegetabl es; confectionery products;
baked goods; biscuits, cookies and crackers; and western-style chips. U S
manuf acturers of potato chi ps have been the nobst successful in this market,
with 82 percent of the market. Currently, there is increasing conpetition
fromother countries such as the United Kingdom and ot her EU countri es.
Potato chips are distinctive fromother snack foods in flavor and therefore
competition fromlocal snack foods is not a problem Prospects for U S
potato chip exports to Taiwan are quite good.

Wne (US$ million) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total narket size 236.3 129.3 76. 4

b. Total I|ocal production 62.1 48. 7 38.2

c. Total exports 0 0 0

d. Total inports 174.9 80.6 38.2

e. Inports fromthe US 17.2 11.9 4.3

Though 1997 was a renarkabl e year in Taiwan for wine inmports, the inport

mar ket experienced a significant sl owdown in 1998. Mich of this was due to

t he phenonenal sales growth of the previous year and the oversupply resulting
frominporter-led exuberance. Total wine inports reached $174.9 nmillion in
1997. That is a per-capita annual consunption of $7.69. The U.S. supplied
$17.2 million worth of wine to Taiwan in 1997. By 1998, this had slipped to



$11.9 nillion. Despite the steady increase in the size of the inported w ne
market in Taiwan, the U S lost its |ead market share position in volune
terns to France. The decline was partially due to the strong trade pronotion
activities of the French organi zati on Sopexa, and some other third-country
competitors such as Australia, Italy, Spain and Chile. The massive purchases
by inporters in 1997 al so neans there are still large stocks lying unsold in
bond. The inability of inporters to properly store surplus wi ne for any
length of tine is a growing concern. Although there currently appears to be a
slight resurgence in the popularity of hard liquor - especially Scotch

whi skey - the effect on wine sales is thought to be miniml, and w ne
consunption in Taiwan is expected to continue upwards. It is predicted that
35 percent of the adult population will be wi ne drinkers by 2000. U S
pronotional efforts should focus on re-establishing the U S. inage for good
Wi nes that are consistent in quality and flavor. Currently, the inport tariff
on wine is a fixed NT$119/liter, which is approximtely $3.61/liter ($1 =
NT$33) .

G apes (US$ m|lion) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total narket size 83.5 61. 6 59

b. Total l|ocal production 69.4(81tnt) 51.0(73tnt) 45(70tnt)

c. Total exports 0 0 0

d. Total inmports 14.1 10.6 14

e. Inports fromthe US 13.6 10.0 13

Tai wan continues to be one of the California grape industry's nost
significant export markets. U S. grape inports into Taiwan for 1998 were $10
mllion, giving the U S. an inpressive 95 percent market share of inports in
value terns. However, U.S. grape sales to Taiwan were nearly $18 nmillion in
1996, and $13.6 million in 1997. The United States is the only country

all owed to inport grapes into Taiwan. However, a significant anmount of
contraband grapes enters Taiwan, primarily fromthe nainland. Loca
production has been declining steadily since 1990, which neans tota
consunption of grapes fromall origins has declined in the past two years.
However, fresh grapes remain an inportant part of the |local consuner's fresh-
fruit diet, reported to be one of the world' s highest. Per capita
consunption of grapes has averaged nearly nine pounds over the past five
years. The current tariff rate is 38 percent. Upon Taiwan's accession to the
WIO, foreign conpetition probably will be introduced from Chile and
Australia. Hopefully, through aggressive nmarketing, the United States can
maintain its prem er market position

Pet Food (US$ million) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total narket size 55 49 50

b. Total l|ocal production 14 12 12

c. Total exports 0.8 0.2 0

d. Total inmports 41 37 38

e. Inports fromthe US 22 19 20

The market for inported pet food in Taiwan grew from $32 nmillion in 1993 to
$36.5 million in 1998. The U S. had the largest market share (52 percent),
foll owed by Australia (26 percent), Japan (5 percent) and Canada (4.7
percent). The growth in the Taiwan pet food market can be attributed mainly
to a change in attitude toward animals as pets and a subsequent shift from
feeding table scraps to stray aninmals to serving pet food to well cared-for
pets. Wth rising incones and strong western influences, dogs are now a
synbol of affluence rather than a stew neat. Inported pet food naintains a



mar ket share of 80 percent, even though retail prices for inported pet foods
are higher than locally produced pet products. Taiwan pet food inports are
expected to grow noderately over the next few years

Chocolate & Gther Candy (US$ mllion) 1997 1998 1999
(actual) (actual) (esti mat ed)

a. Total market size 298 289 290

b. Total l|ocal production 242 255 260

c. Total exports 21 34 36

d. Total inmports 77 62 80

e. Inports fromthe US 15 9 15

| nported candy products have grown steadily at an average annual rate of 9
percent by value or 10 percent by volune, over the past five years through
1997. In 1998, Taiwan only inported $62 mllion (19,146 nt). |Inports
dropped 20 percent by value and 13 percent by volume, mainly due to an
overal | economic slowdown that year. Italy was the largest supplier (18
percent market share), followed by Japan (17 percent), the United States (15
percent), Australia (8 percent), France (5 percent), the Netherlands (5
percent), and Switzerland (5 percent). The United States used to have the

| argest market share, but the recent entry of nmjor European chocol ate
product manufacturers has shifted some narket share away fromU. S. suppliers
Taiwan retail industry sources indicate U S. candy products are very
conpetitive, both in terms of quality and cost. Marketing efforts should
focus on pronoting candy gift packs during the peak candy season (Novenber -
February), which covers Christnas, Chinese Lunar New Year and Val entine's
Day.

CHAPTER VI : TRADE REGULATI ONS, CUSTOVS AND STANDARDS

Import Tariffs/Non-Tariff Barriers and | nport Taxes

Non- Agricul tural Products and Products Cenerally

Tariffs: In May 1998, Taiwan began inplenenting tariff cuts on a w de range
of itens, many of specific interest to U S. industry, such as buses and
camera film An additional 777 itens are slated for tariff cuts shortly.
Taiwan's current average noninal tariff rate is 8.3 percent; the trade-

wei ghted rate is 3.2 percent. Taiwan is a participant in the Information
Technol ogy Agreenent (1 TA). Under the ITA, Taiwan has agreed to phase out
tariffs on information technol ogy products. The first tranche of |TA-rel ated
cuts was inplenented on a tenporary basis on July 1, 1997 under

adm nistrative order. A second tranche of cuts went into effect on January 1,
1998. While the vast najority of tariffs on these products will be phased out
by the year 2000, for sonme products reductions will not be conpleted unti
2002. The adm nistrative order nust be renewed annually until Taiwan enacts
per manent reductions in connection with its accession to the WO

In addition to the inport duty, inporters nust also pay a 0.3 percent harbor
construction fee and a 5 percent val ue-added tax. Goods entering Tai wan by
airfreight or parcel post are exenpt from harbor fees. A commpdity tax nust
be paid if an inported product falls into one of seven conmodity categories.
The rates range from 2-60 percent. The tax is assessed on the C I.F. and
duty-paid value of affected inports. The seven comodity categories include
rubber tires, cenent, beverages, oil and gas, electric appliances, flat

gl ass, and autonotive products.



Prohibited Inports: Narcotics are barred fromentry into Taiwan. Arns and
nmunitions are banned outright. In addition, Taiwan nmaintains a de facto ban
on the inportation of fishing boats (including sport-fishing boats), which
has frustrated the efforts of several U S. firns. Mtorcycles with engines

| arger than 150cc |ikew se are now effectively banned frominportation

al t hough such inports will be pernmtted upon Taiwan's accession to the WO

I mport Licensing and Other Restrictions CGenerally: O sone 10, 200 inport

product categories in Taiwan, approximately 990 still require approval from
rel evant authorities and another 278 require inport permts fromthe Board of
Foreign Trade or pro forma notarization by banks. |In addition to the

restrictions on agricultural itenms, the Council of Agriculture also

i mpl ements what anounts to a de facto ban on the inportation of fishing boats
(including sport fishing boats), which has frustrated the export efforts of
several U.S. firnms. Mdtorcycles with engines |arger than 150cc, although now
effectively banned frominportation, may be inported after Taiwan's accession
to the WIO For sone products where licenses are required, the inporter may
be required first to obtain the authorization of certain agencies such as

Tai wan's Departnent of Health (DOH) for nedical equi pnent, the Board of
Foreign Trade or the Provincial Departrment of Agriculture and Forestry for
certain fertilizers, and the Departnment of Environnental Protection for waste
and scrap copper, alumnum |ead and zinc. Oten these additional approvals
and docunentary requirements add to the adm nistrative burdens of inporting
products into Taiwan or neke inportation effectively inpossible for snal
exporters w thout the appropriate connections with the relevant authorities.
Local content requirenments in the autonobile and motorcycle industries will
be also lifted as part of Taiwan's WO accession

O her than WIO accession issues, market access for U S. -nade nedical devices
and pharnaceuti cal s has been one of the nost contentious trade issues between
the United States and Taiwan over the |ast two years. Taiwan has decl ared
bot h the nedical device and pharnaceutical sectors as areas warranting
priority for devel opnment. Favorabl e nmeasures have been introduced by Taiwan
agencies to pronmote grow h and technol ogi cal devel opment in these areas.

Tai wan does not discrimnate against inmported devices and drugs per se.
However, Taiwan's national health insurance systemacts effectively as the
excl usive buyer for all nedical products and services in Taiwan. As such,
Taiwan authorities set prices for all drugs and nedi cal devices on a de facto
basis. It is this pricing systemwhich frequently has the effect of

di scrim nating against typically higher quality and higher priced
pharmaceuti cal s and nedi cal devices inported fromthe United States by
limting the reinbursement anount for certain products.

Restrictions on Medical Devices: To date, the Taiwan market has been an

i nportant one for the U S. nedical device industry. Taiwan is the third

| argest enmerging market in Asia for U S. nedical device industry exports. In
1998, U.S. nmedical device industry exports to Taiwan were approxi mately $210
mllion, according the Taiwan Health I ndustry Manufacturers Association
(HMY. HMA estimates the total market in nedical technologies in Taiwan to
be around $900 million

In 1996, the United States and Tai wan concl uded an agreenent on nedi ca
device pricing with specific measures to be achieved regarding nationa
treatment, transparency, openness, predictability and functionality.

However, significant differences exist between the functionality of inported
products and those nade in Tai wan.



For exanple, in Decenber 1997, Taiwan's National Health |Insurance Bureau
(NHI B) introduced a diagnostic-related group case paynent system for nedica
devi ce products. This system assigns "generic" pricing, counter to the
principle of creating val ue-based pricing for devices as stated in the
agreenment. This unexpected change in reinbursenent systens was acconpani ed by
drastic price cuts for foreign nmanufactured orthopedic products to |levels
nearly identical to those for donestically produced orthopedic products, thus
elimnating the distinction between products based on quality and relative
val ue.

The change to generic rather than quality pricing for medical devices
threatens to reduce dramatically the market for advanced foreign nedica

devi ce products, at the sane tine that it provides anple profits to |loca

Tai wan conpani es for devel opment of nore advanced nedi cal devices. The United
States is requesting that Taiwan adopt special mneasures that will recognize
the val ue of the technol ogy enbodied in U S. and other foreign nedica

devices -- especially in orthopedic knee and hip inplants.

Restrictions on Pharmaceuticals: The U S. pharmaceutical industry faces price
controls simlar to those encountered by U S. nmedi cal device nmanufacturers.
Under Taiwan's pricing system producers of "generic" pharmaceuticals are

rei nbursed at a set percentage of the price set for the equival ent
proprietary drugs. This systemdiscrimnates against patented and brand-nane
pharmaceuticals, which are typically inported, by providing a higher rate of
return on "generic" products that are produced in Taiwan. U S. conpanies
remai n concerned that in sone cases, price differentials between generic and
name brand products renain overly narrow

During 1998, the Taiwan Departnment of Health promul gated a no-fault
compensation schene for patients who suffer from adverse drug reactions.
Wil e theoretically voluntary, the schene has built-in incentives which would
put non-participating conpanies at a conpetitive di sadvantage in the

mar ket pl ace. The scheme requires a contribution of 0.1% of sales revenue from
participating firms. U S. firnms claimthis duplicates existing expenses for
product liability insurance. Qher regulatory barriers to nedical device and
drug inports are discussed in detail under the Standards, Testing, Labeling
and Certification portion of this chapter

Agricul tural Products

Tariffs: Many agricultural tariffs were cut in 1995 by Taiwan as part of a
set of unilateral tariff reductions. In May 1998, Taiwan began i npl ementing
anot her set tariff cuts on a wide range of itens, including agricultura
products. Further tariff reductions on 15 agricultural products, negotiated
as part of the U S. -Taiwan bilateral WIO agreenent, took effect in July 1998.
Al though U.S. exporters neverthel ess consider that many of the tariff
reductions were not deep enough to have real commercial effect and that the
present tariff structure on these itenms, as well as other agricultura
tariffs, continue to be a significant barrier to U S. exports, many of these
tariffs will be lowered in the context of Taiwan WO accession

In addition, United States agricultural exporters continue to report

i nstances in which the custons authorities on Taiwan have reclassified inport
items to lines with higher tariffs, often after years of trade history. This
practice is nost promnent in agricultural commodities, such as m xed feed
stuffs, tallow and grease, and internmedi ate ingredients. Such a practice
negates sone of Taiwan's tariff cuts.



Prohi bited Inports: Several inportant agricultural products, including rice,
sugar, and sel ected dairy products, are banned outright. A nunber of
agricultural itenms can only be inported pending the agricultural authorities
prior approval. This ambunts to a de facto ban on inports of many of these
products since inport approval is norrmally not granted. Quarantine
requirenents, which are often overly stringent and not based on sound
science, also block inmports of certain plant and ani nmal products. Itens under
de facto bans include chicken (fresh and frozen), certain cuts of pork
peanuts, and adzuki beans. Rice and rice products are considered to be
exceptional itenms requiring approval from Taiwan's Provincial Food Bureau

I mports of sugar and sel ected dairy products are banned outright.

Bans on US pork bellies, pork offal, beef offal, and poultry were lifted in
the Tai wan/ US February 1998 WO pre-accession agreenment. Under this
agreenment Tai wan established small quotas for each of these four categories.
Upon Tai wan's accession to the WIO these quotas wi |l be expanded,
multilateralized and adnministered as tariff rate quotas. Several countries
are currently negotiating pre-accession access simlar to that of the US
However, subsequent to the inplenmentation of these quotas, Taiwan authorities
used reclassification in order to ban or limt inportation of two pork
products. As a result of product reclassification, frozen bacon inports are
now banned, and sone pork bone product inports are linmted by quotas. Both of
these products could be inmported in unrestricted quantities prior to
reclassification. Upon accession to the WIQ, access will be established for
rice and dairy products.

| nport/ Export Docunentation

Non- Agricul tural Products and Products Generally

A foreign supplier's proforma invoice (quotation) is required for application
of an inport permit and the establishnment of a letter of credit. Docunents
required for shipnents to or from Taiwan include the comrercial invoice, bil
of lading or airway bill, packing list, and certificate of origin. Shipnents
of agricultural products, plants, and animals to Taiwan nmay require
certificates of inspection or quarantine issued in the country of origin and
are subject to inspection and quarantine upon inportation into Taiwan.

The conmercial invoice nust show the inport |icense nunber; F.O B., C&F, or
C.I.F. value; insurance; freight; and discounts or conmmissions, if any. The
commodity description and val ue shown on the commercial invoice nust agree
with those on the inport license. No requirenents exist as to the formof a
commercial invoice or a bill of lading. 1In addition to the information
generally included in a standard bill of lading, all marks and case nunbers
appearing on packages nust be shown. Custons does not permit the groupi ng of
mar ks or nunbers on a shipment of mnixed comodities.

Agricultural Products

Shi pnents of agricultural products, plants, and animals to Taiwan nmay require
certificates of inspection or quarantine issued in the country of origin and
are subject to inspection and quarantine upon inportation into Taiwan.

Cust ons Val uati ons

Taiwan revised its Custons Law in July 1986 in order to inplenment procedures
consistent with the "Agreenent on Inplenentation of Article VIl of the GATT."
This article refers to the valuation of all inports for the assessnent of



duties. The Taiwan authorities have stated that upon its accession to WIQ
it will fully adhere to the Custons Val uati on Code.

The dutiable value of an inport into Taiwan is defined as its cost, insurance
and freight (C. 1.F.) value. Taiwan generally assesses the ad val orem duty on
the invoice price as stated on the inport docunment. |If custons officials
consider an invoice's transaction value to be too low, they will value the
item based on the actual transaction price of the same or sinilar goods sold
to Taiwan at approximately the sane time of exporting the said products.

Label i ng, Marki ng Requirenents

Non- Agricul tural Products and Products Generally

Taiwan | abeling regulations require that the net contents of packaged goods
shall be shown in metric units. Dual labeling in metric and nonnetric units
is permtted. Measuring instrunents calibrated in nonnetric units nust show
metric equivalents. On March 7, 1995, Taiwan tightened regul ati ons on
Chinese |l abeling for food itens, expanding coverage to all food products sold
at retail (but allow ng exenptions for some food service itens) and requiring
the labels to be affixed prior to custons clearance. Required information

i ncl udes nanme and address of manufacturer or inporter, date of production
and/ or expiry date and list of ingredients. Taiwan's Consuner Protection Law
requires that all inported goods have Chi nese | anguage | abel s and
instructions which shall be at |east as conprehensive as the | anguage- of -
origin | abel s and acconpanyi ng i nstructions.

Al'l inported cargo nust bear a mark of distinctive design, a set of three or
more letters, or a conbination of design and letters indelibly stenciled,
stanped, or burned on the packing or on the cargo itself. For cargo packed
in cases, boxes, crates, casks, druns, or cylinders, each container should
bear a separate nunber, which cannot be repeated for two years. Bags or

bal es al so nust bear a nonrecurring nunber, date, or set of three or nore
letters. 1In addition, each package of a consignment nust be nunbered
consecutively. Nunbering is not essential for large |lots of cargo except
when packaged in cases, boxes, or crates, provided that each package of the
consi gnnent contains cargo of identical weight.

Agricul tural Products

On March 7, 1995, Taiwan tightened regul ations on Chinese |abeling for food
items, expanding coverage to all food products sold at retail (but allow ng
exenptions for sone food-service itens) and requiring the |labels to be

af fixed prior to custons clearance. Required information includes nane and
address of manufacturer or inporter, date of production and/or expiry date,
and list of ingredients.

St andards, Testing, Labeling and Certification

Non- Agricul tural Products and Products Generally

"Chi nese National Standards (CNS)", witten and published by the Nationa
Bureau of Standards of the Mnistry of Economic Affairs, list relevant
standards requirenents for inported products into Taiwan. CNS is simlar to
or in conformty with international standards such as |SO and | EC. The
Bureau of Standards, Metrology and I nspection (BSM) carries out necessary
commodity inspection neasures according to the Cormodity | nspection Law. The
purpose of this inspection is to pronote the quality of comuoditi es,



saf eguard product safety and protect consuner interests. The nmethod of
commodity inspections generally conforns to international standards.

However, certain industrial products (such as air-conditioning and
refrigeration equipnment) are required to undergo testing to verify energy
efficiency and capacity before clearing custonms. Recent efforts to enforce
conmpliance of sone inported products with Tai wan standards have resulted in

| ong del ays at custons for sonme U.S. products entering the market, as testing
facilities are inadequate and testing procedures slow and inefficient.

Regi stration procedures for inports of pharmaceuticals, nedical devices and
cosnetics are both conplex and time consum ng and have been the subject of a
nunber of conplaints by U S. firns. Forei gn nedi cal device manufacturers
must al so re-register second or third generation versions of previously
approved products, and the Departnment of Health also requires the

regi stration of individual products instead of entire product |ines.

For all but new chem cal entities, pharnmaceutical conpanies are still not

all owed to inport drugs which are produced using nulti-site sourcing.

Mor eover, pharnaceutical conpanies claimthat Taiwanese clinical tria

requi renents for drugs approved in other major nmarkets add 2-3 years to the
approval tine. In 1998, however, Taiwan authorities began a two-year phase-
out of clinical trials as part of the registration process for new drugs.
This initiative, once fully inplemented, is expected to significantly reduce
regul atory burdens on pharmaceutical firns. Lastly, Departnent of Health
authorities continue to require the subnission of detailed plant nmaster files
(PMF) as part of the registration and approval process for new drugs. United
States industry has called for subm ssion of United States FDA Establishnent
I nspection Reports, |SO 13485 certificates, and free sales certificates as a
means to satisfy the PMF requirenent.

In May 1994, the predecessor of BSM announced that nmandatory inspection for
CNS conpl i ance of donestic and inported portable electric drills, grinders,
di sc grinders and circular saws woul d be inpl enented begi nni ng August 1,
1994. Local inporters are required to secure inspection approval |abels

bef ore products can be sold in the Taiwan market. BSM's safety inspection
requires the testing of sanples fromeach shipnent. This system of
repetitive testing is costly and unnecessarily burdensone. The del ays caused
by the inspection keep U S. products fromentering the market and create
significant additional warehousing and inventory carrying costs for U S
firms and their local inporters. US. firnms are able to neet reasonable
safety and reliability standards, including CNS standards. However, the
current CNS system which requires the testing of each shipnment, is clearly
burdensone, unreasonable and a barrier to inports. US. firns believe that
BSM should create a systemfor "type approval" of electric power tools.
Type approval would entail one tinme testing of a sanple piece of equipnent
and sone formof certification that a producer’s manufacturing facilities
will continue to turn out products of a sinilar standard.

In 1997, the Taiwan authorities pronul gated new el ectromagnetic conpatibility
(EMC) standards for conputer and other electronic goods. Bilatera

di scussions led to a grace period prior to inplenentation of the new rules
allowing affected U.S. firnms to conply without a disruption of U S. conputer
exports to Taiwan. In Cctober 1998, the U S. and Taiwan initialed an
agreenment under which Taiwan and the United States will nutually recognize
EMC testing and certification by accredited | abs, subsequent to a two-year
confidence-building period. Inplenentation awaits approval by Taiwan's

Cabi net .



Agricul tural Products

The Bureau of Standards, Metrol ogy and | nspection (BSM) carries out
necessary food safety inspection neasures according to the Comodity

I nspection Law. The purpose of this inspection is to pronote the quality of
commodi ties, safeguard product safety, and protect consuner interests. The
met hod of commodity inspections generally conforms to internationa

st andar ds.

The Bureau of Animal and Plant Health I nspection and Quarantine (BAPHI Q is
responsi ble for inspection and quarantine for the purpose of safeguarding
animal and plant health. Currently, Taiwan does not enforce pesticide

tol erance standards for inported fruits and vegetables. Standards will soon
be enforced. Taiwan often fails to notify its trading partners of changes in
sanitary and phytosanitary (SPS) inport regul ations. Standards on
preservatives for soft drinks preclude the inport of certain beverages.

Tenporary Entry

Taiwan is not a nenber of ATA Carnet systemdue to the |lack of diplomtic
relations with ATA Carnet countries. However, Taiwan has signed bilatera
agreements with 22 nations, including 15 EU countries, Sw tzerland, South
Africa, Singapore, Korea, New Zeal and, Australia and Canada, to inplenment ATA
Carnet. These agreenents grant tenporary custons exenptions for a wi de range
of products such as test instrunents, scientific equi pnment, exhibition goods,
etc., which are brought into Taiwan for sales pronotion and exhibition
purposes on a tenporary basis. Upon conclusion of the event, itens nmust be
shi pped out of Taiwan within a year to avoid inposition of harbor taxes and
tariffs.

A simlar agreenent with the United States to inplenent the AIT Carnet is
expected to be signed in the last half of 1999. Like the ATA Carnet, AT
Carnets will be valid for up to one year and allow U. S. exporters to avoid
duties and taxes when entering Taiwan. Operational details remain to be
finalized, though it is anticipated that the first Carnets will be issued by
the last half of 1999. The AIT Carnets issued exclusively for Taiwan will be
very simlar to the traditional ATA Carnets, but nust be applied for
separately (due to the U S.'s lack of diplomatic recognition of Taiwan). For
exanple, if traveling to both Taiwan and Chi na, one would have to apply for
an ATA and an AIT Carnet. Questions regarding the process and further

devel opnments of the AIT Carnet process should be directed to the U S. Counci
for International Business at 1212 Avenue of the Anericas, New York, N.Y
10036- 1689, Tel: 212-354-4480, Fax: 212-575-0327

Publ i ¢ Procur enent

In connection with its accession to the WIQO, Taiwan has agreed to join the
WO Agreenment on Government Procurenment (GPA). Adherence to the GPA' s
procedures should do nmuch to inprove the transparency of the bid process on
maj or governnent procurenent contracts. |In addition, Taiwan has agreed to new
di spute settlenent procedures on najor governnent contracts. A new Gover nnent
Procurenment Law went into effect on May 27, 1999, marking an inportant step
towards open, fair conpetition in Taiwan’s nmarket for public procurenent

proj ects, although The new | aw i s being inplenmented and enforced by a
reorgani zed body, the Governnent Procurenent and Public Construction

Conmi ssion. However, many details and supporting regul ati ons have yet to be
finalized. Furthernore, until Taiwan joins the WIQ, individual procuring



entities may (but are not obligated to) determ ne separate procedures
pursuant to which they will allow foreign firms to bid on their tenders.

The excellent trends notw thstandi ng, problens encountered by U. S firns
wi shing to bid on and engaging in contracts in Taiwan to date have been
serious and constitute significant trade barriers. Despite recent reforns,
access to Taiwan's estimated $10 billion annual public construction market
remai ns problematic. Minicipal governments in particular have been notably
arbitrary in dealing with foreign contractors. The nmpbst conmon pattern of
difficulty consists of frequent and unreasonabl e change orders introduced
during performance of the contract. Performance bonds are forfeited and
contracts cancel ed when foreign construction conpanies are unwilling to
acconmodat e substantially increased costs within the originally agreed
paynent. Lack of tinely and effective arbitration procedures prevent
satisfactory resolution of contract disputes. Sone najor internationa
contractors will no | onger undertake significant contracts in Taiwan.

U.S. industry has al so been hindered in bidding on major projects by non-
transparent procurenent procedures, which include the use of invisible
ceiling prices on bid tenders and unlinited potential danages and conti ngent
liability requirenents inconsistent with international practices. Qher
probl ems include: expensive bond requirements, short |ead tinmes on major
tenders, non-transparent and | engthy warranty provisions, unclear paynent
schedul es, and pre-qualification requirenments which limt experience to
simlar projects in Taiwan and disqualify rel ated overseas experience.
Additional limtations include a requirenment that foreign firns have a | oca
construction license or else establish a |ocal subsidiary in order to bid on
public projects. Possible exceptions to current |laws involve construction
services requiring new technol ogy or cases where foreign firms provide
consul ting and ot her services.

El ectroni ¢ Conmrer ce

Tai wan supports international efforts to facilitate gl obal e-conmmerce and
recently unveil ed e-comerce policy guidelines which enphasize the prinmacy of
the private sector in e-comerce developnent. In practice, however, Taiwan's
approach to e-comerce and related issues is less clear. At the end of 1998,
for exanple, central authorities had proposed an anendnent to the Tai wan

Tel ecom Law whi ch coul d, dependi ng upon i nplenentation, require an intrusive
and tine-consum ng inspection and approval systemfor all hardware and

sof tware encryption nodules. U S. industry opposes the amendnent on the
grounds that such a systemis contrary to international nornms. Myreover, in
practice, such an inspection regine could adversely affect the conputer
software and hardware exports fromthe United States

Free Trade Zones/War ehouses

Taiwan's three export processing zones (EPZs) are established in order to
encour age i nvestnments and expand the export of products and services.
Therefore, all products inported by enterprises |located in EPZs for their own
use are exenpt fromcustons duties. The products of the nanufacturing

i ndustry in the EPZs are normally for export. However, 100 percent of their
annual production may be allowed for sale on the | ocal market after the
payment of custons duties.

On Cctober 17, 1996, The Executive Yuan (Cabi net) approved new regul ati ons
offering lucrative tax incentives to help transform EPZs into warehousing
transshi pnent centers. On April 16, 1997 the Legislative Yuan passed these



new regul ati ons, which becane effective upon presidential promnul gation on My
8, 1997. Industries accomvodated in the zones have been expanded from

manuf acturing to include |arge warehouses, transshipnment firms, |oading,

unl oadi ng, and repair services. Business activities in the zones are tax
free, with shipnments fromthe zones to donmestic markets subject to taxes

Opened in 1980, the Hsinchu Science-Based |Industrial Park is Taiwan's nost
visible attenpt to nove into technol ogy-intensive industries. Firns
investing in the park enjoy substantial tax benefits, concessionary public
financing, low land cost, and support services such as warehousing,
factories, and tel ecomuni cations facilities. Custons duties nust be paid if
the finished product is sold donestically.

The Sci ence-Based I ndustrial Park Administration has proposed an overal
devel opnent plan for the Tainan Science-Based | ndustrial Park, the
construction of which has been underway since July 1996 and is expect to be
compl eted by the year 2010.

Bonded factories nmay be established anywhere in Taiwan. Bonded factory
conpani es produce prinmarily for export markets and nay inport their
manuf act uri ng conponents and raw naterials duty free. However, the
authorities will not extend duty-free treatnment to itens whose duty rate is
al ready considered mnimal, materials known to pollute the environnent, and
itens for which a donestic source is readily available. Bonded storage
facilities are available in Taiwan and are Iinmted alnbst entirely to those
war ehouses under the direct supervision of the Directorate General of
Custons. Goods may enter bonded warehouses on arrival in Taiwan, provided
t he consi gnee has made prior application to custons for such entry.

Speci al | nport Provisions

For political, diplomatic or econonic reasons, the authorities have placed
restrictions on the inports of certain perm ssible goods from designated
procurenent areas. For exanple, to counter its chronic trade deficit with
Japan, Taiwan previously excluded Japan and favored North Anmerica and Western
Europe through regional restrictions in inport |icensing procedures and in
public procurenment tenders, although the area inport restrictions were
abol i shed on June 1, 1997 to facilitate Taiwan joining the Wrld Trade
Organi zation (WO). Also restricted and/or controlled is the inportation of
certain products on the grounds of national security, maintaining the public
order, or preserving human, animal or plant health. Al require a prior
import permit issued by the Board of Foreign Trade.

Taiwan has lifted the ban on inportation of a |arge nunber of raw food
products and industrial nmaterials and conponents from nai nl and Chi na (PRC),
based on the needs of the food processing and other industries in Taiwan
Currently, 56.5 percent of all inport categories in the Taiwan tariff
schedul e can be inported fromthe PRC, the rest remain banned. Starting My
19, 1998, however, Taiwan extended to all banned PRC inports the sane rules
and regulations it applies to all other inports with regard to country of
origin and val ue added processing. |n other words, banned goods fromthe PRC
can be inported if it can be shown that they were primarily nmade el sewhere
and did not undergo substantial transformation in the PRC. The definition of
"substantial transformation” is value added exceeding 35 percent of the fina
export val ue of the good.

Export Controls




O the total 10,237 itens in Taiwan's current tariff schedule (HS), 9,027 or
88.18 percent nay be exported. In the past, nobst exports required export
permts. As of May 1999, 1,210 items or 11.82 percent require export
licenses. Licenses are required for the foll owi ng reasons:

I npl enentation of quantitative restriction arrangenents, on exports of
textile and garnent products to the U. S., Canada, Brazil and the European
Comuni ty.

Nati onal security, i.e. the security of supply of certain daily necessities
and inportant industrial materials, including rice, salt, coal and uranium

I mpl enentati on of trade and social policies, ie. the export of nunitions
and armanents, high-tech equi pnent and supplies, and narcotics.

Protection of intellectual properties and endangered species of wld fauna
and flora.

Concern over hygiene and health effects of certain products.

The Use of International Standards in Tai wan

Taiwan has traditionally used Taiwan's own i ndependently devel opnment Chi nese
Nati onal Standards (CNS) system of specifications for nost products to be
sold in the Taiwan market. However, to further devel op Taiwan's industri al
base, as well as to satisfy requirenments of the Wrld Trade O ganization

Tai wan's Bureau of Standards, Metrology and I nspection (BSM) revised the

St andards Law as of Novenber 26, 1997. The revision now nakes positive
references to the legislative practices of industrialized countries,
standards gui delines of the International Standardization O ganization (1SO
and the Agreenment on Technical Barriers to Trade (TBT). That being said,
U. S. conpani es have conpl ai ned Tai wan does not directly accept U S. or

i nternational standards, results from overseas test |abs may be not be
acceptabl e and applications under CNS add additional burdens and costs.

For exanpl e, conpliance with CNS 12681/12682, a CNS equivalent to | SO

9001/ 9002, allows for receipt of the CNS Quality Mark. However, to receive
the CNS Quality Mark, test data may be required from Taiwan | abs or the
application may require other burdensone procedures. CNS 12681/12682 covers
strategic industrial, information, comunications, photo-electronics and

aut onati on products.

Notwi t hstanding remaining difficulties with the CNS system the trend in
Taiwan is very good in this area. As one exanple, BSM has al so synchronized
Tai wan' s national environmental managenment standards with the draft | SO 14000
seri es standards.

Menbership in Free Trade Arrangenents

Al 't hough Taiwan is currently not a nenber of any free trade organi zation, it
has made much progress in its attenpt to join international organizations in
recent years. Taiwan has applied to join the WIO and its application is
bei ng handl ed by a WO working party. Taiwan has held bilateral talks with
WO nenbers on tariff reductions and market |iberalization issues, and those
tal ks are now near conpletion. Taiwan becane a menber of the Asia Pacific
Econom ¢ Cooperation (APEC) in Novenmber, 1991. Taiwan becane a nmenber of the
Central American Bank for Econonmic Integration in 1992. Taiwan is also a
menber of the Asian Devel opnent Bank (ADB). |In addition, Taiwan is an active



participant in the Pacific Econonic Cooperation Council (PECC) and the
Paci fi ¢ Basin Economic Council (PBEC).

Tai wan Custons Contact |nfornation

Directorate General of Custons

85 Hsi n- Sheng Sout h Road, Sec. 1, Taipei, Taiwan
Tel : 886-2351-2875

Fax: 886-2711-4166

CHAPTER VI1: 1 NVESTMENT CLI MATE

Over the past few years, Taiwan has inplemented nunerous nmeasures designed to
liberalize its econony and inprove its investnment environment in a manner
consistent with its goals of joining the Wrld Trade Organization (WO and
devel oping the island into an Asia-Pacific regional operations center

Tai wan conpleted its bilateral consultations for accession to the WO and now
is working to facilitate conpletion of its nmultilateral working party report.
Cross-strait tension in 1996 did not deter foreign investors fromconing to
Tai wan, but the East Asian financial crisis, which began in the mddle of
1997, did contribute to a slowdown in capital inflows during 1998. Foreign
firns investing in Taiwan are generally accorded national treatnent, trade-
related capital flows are basically unrestricted and there currently are no
known foreign investnent disputes in Taiwan. Mst export perfornmance and

| ocal -content requirenments have been renoved. Wile sone foreign-ownership
limts remain, they have been substantially relaxed. Portfolio investnent
has been opened to both institutional and individual foreign investors.
Foreign portfolio investors are still subject to restrictions on ownership in
listed conpanies but these limts will be anmended to neet national treatnent
standards prior to the end of 2000. Foreign investors are also subject to
restrictions on investnent funds. Taiwan has a conprehensive | egal system
that protects foreign investnents and property rights. It also ensures fair
conpetition. Taiwan is a stable multi-party denocracy. Entry for white-
collar foreign workers has been rel axed substantially. However, |abor
disputes did rise substantially in 1997 and 1998 as an increase in business
closures and a step-up in the pace of privatization led to nore | ayoffs.

Openness to Forei gn | nvest nent

Tai wan has | ong encouraged and facilitated direct foreign investnent.

Regul ations affecting foreign-invested enterprises are generally transparent
and non-discrimnatory. The authorities have taken a nunber of steps to

i mprove the investnent clinmate, especially for service industries. Al
foreign-ownership limts on construction, real estate devel opnent and

br oker age, banking, insurance, finance, securities, and futures industries
have been lifted. |Indeed, in one type of entity, the securities-investnent
trust conpany, a mninum foreign-ownership of 20 percent is required. For
power generation, the foreign ownership is limted to no nore than 50
percent.

In the middle of 1997, foreign shipping conpanies were permtted to set up
branch offices on the island. Since then, the linit on equity participation
by foreign-invested firns in shipping conpanies, shipping agents, marine
cargo forwarders, ground-handling firns, air-cargo termnals, air-catering
conpani es, and air-cargo forwarders has been raised from 33 percent to 50
percent. The foreign-ownership limt remains at 33 percent for donestic
airlines. In early 1998, the United States and Taiwan initialed a bilatera



Wrld Trade Organi zation (WO) accession agreement which will significantly
open the Taiwan market to foreign trade and investnment. For exanple, the
agreement will lead to reduced inter-connect fees for U S.-invested nobil e-
phone companies, and will eventually increase the foreign-ownership linit in
a tel ecommunications firmfrom20 to 60 percent. A simlar foreign-ownership
limt on cable TV networks was raised from20 percent to 50 percent in
January 1999. Satellite broadcasting was opened to foreign investnent in
early 1999 when the Satellite Broadcasting Law was enacted, and such
investments will be subject to a 50-percent foreign ownership limt. Taiwan
has firmplans to further liberalize wireline tel ecomrunications in 1999.

Tai wan created a negative list in 1990 with clearly specified industries
which were closed to foreign investnment. However, as a result of bilatera
consul tations for Taiwan's accession to WIO as well as Taiwan's own
liberalization initiative to build a regional operations center, the
restricted list has been cut significantly al nost every year since then. For
exanpl e, power generation, oil refining, piped-gas supply,

tel econmuni cati ons, real -estate devel opnent, trucking, container-train
operations, and car |easing have been opened to foreign investnent. Foreign
investment is currently prohibited in industries such as agriculture,
forestry, fishing, pesticides, explosives, fire arnms, nmilitary instrunents,
postal services, postal savings, wreless broadcasting, and electricity
distribution. Under Taiwan's WO commitnents, |egislation is pending which
will open foreign investnent and ownership in cigarette manufacturing and
liquor, wine, and beer production. This legislation could pass in 1999.

Foreign investnment is principally based on the Statute for |nvestnent by
Foreign Nationals (SIFN) and the Statute for Investment by Overseas Chinese
(SICC). These two laws permit foreign investors to invest in foreign
currency as well as in NT dollars. Joint ventures, re-invested by foreign-
owned Tai wan conpani es, with foreign ownership bel ow 33 percent are exenpted
fromlinmtations applicable to industries on the negative list. Both the

SI FN and the SIOC specify that foreign invested enterprises nmust receive the
sane regul atory treatment accorded their |ocal counterparts. Foreign
compani es may invest in firns undergoing privatization. They are also
eligible to participate in public-financed research and devel opnent prograns.

Applications for investnment approvals, acquisitions, and nergers are screened
by the Mnistry of Econonic Affairs' Foreign Investnent Commission (FIC) to
determi ne whether the investnment is subject to the restrictions nentioned
above. FIC approval is generally granted within two working days for an

i nvestnent bel ow NT$500 million, or within three days for an investment bel ow
NT$1 billion. Investnment with an amount exceeding NT$1 billion (US$31
mllion at an exchange rate of NTI$32.5 per US dollar) are screened by an
inter-mnisterial comm ssion. Processing generally takes about five to six
weeks because no conmission nmeeting is called unless 10-20 cases are pending
for review The Taiwan authorities plan to cut this processing tine by

aut horizing the FIC chairman or secretary general to review projects with an
i nvest ment val ue exceeding NT$1 billion. Screening is routine and non-

di scrimnatory.

Tai wan of fers a number of incentives to encourage investnent, including

accel erated depreciation and tax credits for investment in pollution-contro
systens, production automation and energy conservation. Equi prment for R&D
pur poses can be brought into Taiwan duty-free. Qher incentives include |ow
interest NT dollar and/or foreign currency |oans for devel opi ng new and/ or
cutting edge products, upgrading traditional industries, and inporting

aut omati on or pollution-control equipnent. A broad five-year tax holiday for



new i nvest nents, abolished in January 1991, was re-instituted in January
1995.

Ri ght to Private Owmershi p and Establ i shnent

Private investors have the general right to establish and own business
enterprises, except in industries involving either national security or

st at e-owned nonopolies. Private entities have the right to freely acquire
and di spose of interests in business enterprises. Wth the exception of
sectors controll ed by state nmonopolies, private business firms have the sane
access as state-owned conpanies to markets, credit, licenses and supplies.

Protection of Property Rights

Tai wan has a conprehensive | egal systemthat protects and facilitates the
acqui sition and disposition of property. A full range of crimnal and

adm nistrative relief is available to rights holders. Crimnal sentences
including jail terns for egregious cases, are routinely neted out by Tai wan
courts in intellectual property rights (IPR)-related cases. Civil danage

conpensation is also available. [Institution of export nonitoring procedures
for conputer-software products and tradenmark goods appears to have hel ped
deter to sone extent the export of pirated and counterfeit goods. In

response to requests fromthe U S., the Taiwan authorities plan to require
inmprinting the source identification (SID) code on all conpact diskettes
beginning July 1999. While Taiwan is not a nenber of the Bern or Paris
Conventions, it generally adheres to the principles enbodied in those
agreenent s.

Tai wan's copyright, patent, trademark, trade secret and integrated circuits

| aws already provide a |evel of protection for rights holders that neets nobst
international standards. Enforcenent in sone cases has been weak. The
Copyright Law, Patent Law and Trademark Law were further anmended in 1997 by
the Taiwan authorities to conformwith all TRIPS standards in fulfillnent of
its commitnents made during the process of WO accession negotiations with
the United States and other trading partners. However, the amended part of
the Patent Law will not go into effect until Taiwan accedes to the WO

Per f ormance Requi renents and | ncentives

The Taiwan authorities inpose few performance requirenents on foreign-
invested firns. Like donmestic firms, however, foreign-invested conpanies
must | ocate in areas zoned for appropriate industrial or comrercial use and
are subject to restrictions on the nunber of foreign enployees that can be
hired. Tax credits and tax breaks are offered to encourage the introduction
of new technology into Taiwan. Tax credits are also offered to encourage

I ocating in | ess-devel oped areas of Taiwan. Subsidies of up to one-half of
total expenditures are offered for R& ventures. Taiwan does not require
that firns transfer technology, locate in specified areas, or hire mninum
nunbers of |ocal enployees as a prerequisite to obtaining investnent

per m ssi on.

Manufacturing firnms |located in export-processing zones and sci ence-based

i ndustrial parks are, in principle, required to export all of their
production in exchange for tariff-free treatnent of production inputs.
However, these firns may sell all of their production on the donestic market
upon paynent of relevant inport duties.



Local -content requirenents (LCRs), abolished for nost industries in 1986
remain in place for notor vehicles. Thirty-one percent |local content is
requi red for heavy-duty vehicles over 10 tons, 37 percent for heavy-duty
vehi cl es of 3.5-10 tons, 50 percent for sedans, small trucks, and vans, and
90 percent for motorcycles. The LCR for sedans was |l owered to 40 percent in
January 1999. Taiwan has commtted to abolishing all of the renaining |ocal-
content requirenments upon its accession to WO

Transparency of the Regul atory System

Taiwan's | aws and policies generally foster conpetition. Taiwan has a set of
relatively conprehensive | aws and regul ations to govern taxes, |abor, health
and safety.

Bureaucratic procedures associated with investnent applications are
relatively few and transparent. The Industrial Devel opment and | nvest nent
Center (1D C) functions as the coordinator between investors and all agencies
involved in the investnment process. The Foreign |Investnment Conmi ssion (FIC
is charged with review ng and approving i nward and outward i nvestnents.

The work-permit issuance procedure for foreign white-collar enployees is
sinple. Foreign-invested manufacturing firnms can obtain work permits from
the FICin 3 to 4 days. W rkers for donmestic firnms and investors in non-
manuf acturing enterprises are required to obtain work permts through the
agency in charge of that particular sector (e.g., the Mnistry of Justice for
foreign legal consultants), but nay submit applications to the FIC for
transm ssion to the rel evant agency. The "Enpl oynent Service Law' as anended
in May 1997 allows foreign white-collar enployees to extend indefinitely
their work pernit as long as the enpl oyer considers such enpl oynent
necessary. The "Immgration Law' as anended in May 1999 grants foreign
white- and blue-collar workers with a right to obtain permanent residence
status after they have legally stayed in Taiwan for seven years.

The entry-visa issuance procedures for foreign white-collar workers who work
for foreign-invested conpanies are relatively sinple. A foreign executive
who enters Taiwan with a tourist visa is not required to | eave the island
before the tourist visa can be changed to an enploynent visa. A foreign
executive whose enpl oynent visa expires is not required to exit before the
visa is renewed

Corruption

Tai wan has inplenented | aws, regulations, and penalties to conbat corruption
The anti-corruption statute, known as the "Corruption Punishnent Statute,"”
and the "Crininal Code" contain specific provisions which establish penalties
for corrupt activities.

Al t hough corruption has been a source of conplaint by U S. business-people
with operations in Taiwan, its inpact on foreign direct-investnent decisions
has been relatively | ess serious than in areas such as public procurenent.

We are not aware of cases where bribes have been solicited in order to obtain
approval for an investnent. The Taiwan authorities welcome and encourage
foreign investment and woul d take severe action against officials and

i ndi vidual s convicted of profiting illegally fromforeign investors.

Corruption has been reported as nost pervasive in the area of governnent
procurenent, particularly in public-sector construction projects. Local-
| evel construction tenders seemto have the highest [evel of corruption. The



authorities have been investigating alleged corrupt procurenent practices at
both the provincial and central levels. These investigations have resulted
inonly a few convictions.

The authorities generally investigate allegations of corruption and take
action to penalize corrupt officials. Several township nayors were indicted
for illegal rent seeking in garbage-di sposal and public-works construction
projects. |In My 1999, a district court sentenced the former nmayor of Tai nan
City to an eight-year jail termfor seeking to profit froma large comunity
devel opnment project. The former chief of the engineering departnent received
a seven-year sentence under the sanme case. Also in May 1999, the
prosecutor's office indicted the incunbent deputy speaker of the M aol

County Council for corruption and docunent forgery in an illegal waste
dumpi ng case. The prosecutor's office requested the court to sentence himto
a 15-year jail termalong with 18 others for 6 - 15 years in jail.

Attenmpting to bribe or accepting a bribe from Taiwan officials constitutes a
crimnal offense, punishable under the "Corruption Punishnent Statute" and
the "Crimnal Code." Paynent of a bribe to a foreign official is not deened
a crimnal act. However, if a Taiwan business representative bribes a
foreign official, that representative's conpany may bring civil action

agai nst the offender. Such a bribe, noreover, cannot be |legally deducted
fromtaxes.

The maxi mum penalty for corruption is a life sentence plus a nmaxi num fine of
three nmillion NT dollars (US$100,000). In addition, the offender nmay be
barred frompublic office. The assets obtained fromacts of corruption may
be seized and turned over to either the injured parties or the Treasury.

The Mnistry of Justice has a mandate to conbat and investigate corruption
In addition, each public office has a special unit charged with handling
anti-corruption activity. Taiwan has carried out a high-profile canpaign
agai nst corruption with the designated purpose of elimnating the investnent
barrier of corruption.

Labor

Tai wan has an anpl e supply of well-educated and skilled workers. However,
| abor shortages still exist in some rapidly expanding fields, including
sem conduct or and conputer chip design and production, computer software
design, and in tel ecommunications engineering. The supply of unskilled
workers remains relatively tight in consunmer el ectronics, pottery, meta
pressing, and public construction works. However, the tight |abor supply
probl em for such industries as garnents and apparel, unbrella, footwear,
dyeing, and finishing has inproved as nany such busi nesses have rel ocated
overseas. As a result, the nunber of alien workers in Taiwan, rising from
250, 000 persons in 1997 to 270,000 persons in 1998, renmi ned at 272, 000
persons in February 1999.

Busi ness performance was affected in the second half of 1998 by the East
Asian financial crisis, sending Taiwan's unenploynent rate from 2.4 percent
inthe first quarter of 1998 to nearly three percent in the third quarter and
2.9 percent in the last quarter. Inprovenent in business performance in
early 1999 contributed to a decline in unenploynent to 2.8 percent but the
authorities still consider this to be too high. The Council of Labor Affairs
(CLA) is inplenmenting a policy to | ower the unenploynment rate to the two-
percent level. To reach this goal, the CLA began in 1998 to freeze

enpl oynent of alien maids and will cut the nunber of alien blue-collar



workers hired by the manufacturing and construction firns by 10 percent every

year. "“Mjor public construction works" and |arge private projects each
havi ng an investnent exceeding NT$200 million will not be subject to such a
reduction. Al so exenpt fromsuch a cut will be alien nursing workers.

There are no special hiring practices in Taiwan, but wages include at |least a
one-nonth bonus at the end of the year; fringe benefits often include neals,
transportation, and dormtory housing. Dividend-sharing is commopn anong

hi gh-tech industries, especially business firns | ocated at sci ence-based

i ndustrial parks. A standard |abor insurance programis nandatory. The
program provi des maternity, retirement, and other benefits. A universa

nati onal health insurance system which went into effect in March 1995, has
repl aced the health insurance aspects of the |abor-insurance program The
system has expanded coverage to include the fanmilies of enployees. The

combi ned prenium cost of the two prograns to an enployer is, on average, two
to three tines greater than the cost of the previous |abor-insurance program
(costs vary according to workers' nmonthly sal aries).

Tai wan expanded the | abor insurance programto include unenpl oynent insurance
in January 1999 without increasing the premium A worker losing a job due to
pl ant closure or a reduction in the work force is entitled to unenpl oynent
pay for a maxi mum period of six months, and the minimum nmonthly paynent is
NT$15, 840 ($487). In the first four nonths of the program 4,100 persons
recei ved such paynents. The Labor Standards Law (LSL) sets a standard ei ght-
hour work day and 48-hour work week. The CLA plans to cut the weekly working
time to 44 hours two years after the LSL is anended. |n January 1998, the
public sector inplenented a five-day-workweek for two weeks each nonth

About hal f of Taiwan’s business firnms had adopted the new system by early
1999. The LSL restricts child | abor, and requires enployers to provide
overtine pay, severance pay, and retirement benefits. LSL coverage was
expanded fromthe manufacturing sector to include the entire service sector
fromthe beginning of 1999. The authorities can inpose crinminal penalties
(jail term) and adninistrative punishment (fines) for |abor-Iaw violations.

The mini mum wage is set at NT$15,840 (or $487 at the exchange rate of NI$32.5
per US dollar) per nonth. Current manufacturing sector wages average

NT$36, 244 ($1,115). The minimum wage is adjusted in August every year based
on the results of collective negotiation between the Chinese Nationa
Federation of Industries and the Chinese Federation of Labor

Labor unions have beconme nore active and i ndependent since martial |aw was
lifted in 1987. Poor business performance due to financial turnoil over the
past two years has driven up the nunber of workers involved in | abor disputes
from 21,600 persons in 1996 to 81,000 persons in 1997 and 103,500 persons in
1998. These figures can be attributed to increased business cl osures and
continued privatization and downsi zi ng of state-owned enterprises. Taiwan is
not a menber of the International Labor O ganization (ILO, but it generally
adheres to the I1LO convention on protecting worker rights.

Capital Markets and Portfolio | nvestnent

A wide variety of credit instruments, all allocated on market terns, are
avai l abl e to both donmestic- and foreign-invested firnms. Legal and accounting
systens are transparent and consistent with international standards. The
regul atory systemis generally fair. Foreign investors are subject to sone
ownership and investnent-fund limts. |In recent years, the Taiwan
authorities have taken a nunber of steps to encourage the nore efficient flow
of financial resources and allocation of credit. The limt on NT dollar



deposits that a branch of a foreign bank nmay take has been lifted. Non-

resi dents have been pernitted to open NT-dollar bank accounts, which are
subject to capital-flow controls. Limts on branch banking have been |ifted.
Restrictions on capital flows relating to portfolio investment have been
renoved. The insurance and securities industries have been |iberalized and
opened to foreign investnent. Access to Taiwan's securities markets by
foreign institutional investors has al so been broadened.

Tai wan has a conplicated regulatory system governing portfolio investnent.
Oficially approved "qualified foreign institutional investors" (QFlls),

i ncluding | arge banks, insurance conpanies, securities firms and nutua

funds, can engage in portfolio investnent. |In March 1996, portfolio

i nvest ment was opened to individual foreign investors and foreign conpanies
other than QFlIls. However, foreign investors are still subject to portfolio-
investment limts of US$5 million for an individual foreign investor, US$50
mllion for a non-QFl |l foreign conpany, and US$600 mllion for a QFIl. Since
March 1996, QFIIl capital flows have no | onger been subject to restrictions.
Non-QFI | foreign investors may nove their capital freely as long as the
amount comes below US$5 nmillion for an individual foreign investor and US$50
mllion for a non-QFIl foreign conmpany.

Taiwan has legal linmts on foreign ownership in conpanies listed on the

Tai wan Stock Exchange (TAIEX). The authorities raised the limts to 50
percent in March 1999, up from 15 percent for a single foreign investor and
30 percent overall. The financial authorities plan to totally elimnate
foreign ownership limts by the end of 2000 except for a nunber of

i ndustries, including tel ecomunications, banks, and rmass nedi a conpani es.
There have been no reports of private or official efforts to restrict the
participation of foreign-invested firnms in industry standards-setting
consortia or organizations.

Taiwan has a tightly regul ated banking system Since the nid-1980s, the
financial sector as a whole has been steadily opening to private investnent.
Nevert hel ess, the share held by foreign banks remains relatively small. The
est abli shnent of nmany new securities firns, banks and insurance conpani es has
underscored this liberalization trend and enhanced conpetition. Three |arge
provi nci al banks were privatized in early 1998, cutting the nunber of public
banks to eleven. Privatization has cut the share of assets controlled by
public banks down from 61 percent of total assets of all donestic and foreign
banks to 44 percent. The total assets of these el even public banks were $261
billion as of Decenmber 31, 1998.

Conversi on and Transfer Policies

There are relatively few restrictions on converting or transferring funds
associ ated with direct investment. Foreign investors with approved

i nvestrments can readily obtain foreign exchange froma | arge number of

desi gnated banks. The renittance of capital invested in Taiwan is made
according to a schedule submtted by the conpany to the FIC. Declared
earni ngs, capital gains, dividends, royalties, nmanagenent fees, and other
returns on investnents can be repatriated at any tine. Capital novenents
arising fromtrade in nerchandi se and services, as well as from debt
servicing, are not restricted. For purposes other than trade, no prior
approval is required if the cunul ati ve anount of inward or outward
remttances is less than US$5 million for a person, and US$50 nmillion for a
corporation (including foreign-invested enterprise). No delay in remtting
i nvestnent returns or principal through | egal channels has been reported.



An outward investnment may not exceed 40 percent of the investing conpany's
net worth or paid-in capital (whichever is less) unless such an investnent
project is approved by its shareholders. A local conpany is not required to
obtain prior approval for overseas investments; however, such an approva

wai ves the conpany from an annual capital outflow limt of NT$50 million
Prior approval is required for all investnents in Minland China, and such

i nvestnments nust first go through a third | ocation

The Taiwan authorities have actively encouraged i nvestnment in Southeast Asian
nations, especially after financial turmoil erupted in these countries in
July 1997. Investnments are al so encouraged in a nunber of countries with

whi ch Tai wan has diplomatic relations, mainly in Central Anerica. |ncentives
i nclude | oans and/ or overseas investnent insurance with the Export-I nport
Bank of China.

Expropri ati on and Conpensati on

Taiwan | aw stipulates that no venture with 45 percent or nore foreign

i nvestment can be nationalized for a period of 20 years after the venture is
establ i shed. Mreover, Taiwan |aw stipul ates that expropriation can be
justified only for national defense needs, and that "reasonabl e" conpensation
shall be given. No foreign-invested firmhas ever been nationalized or
expropriated. No exanples of "creeping expropriation"” or official actions
tantamount to expropriation have been reported.

Di spute Settl enent

Taiwan is not a nenber of the International Center for the Settl ement of

I nvestment Di sputes or the New York Convention of 1958 on the recognition and
enforcement of foreign arbitrage awards. However, investment disputes are
not common. Nornally, Taiwan resol ves di sputes according to donestic | aws
and regul ati ons.

Tai wan has conprehensive comercial |aws, including a Conpany Law, Conmercia
Regi stration Law, Business Registration Law, Conmercial Accounting Law and

|l aws for specific industries. Taiwan's Bankruptcy Law guarantees that al
creditors have the right to share the assets of a bankrupt debtor on a
proportional basis. Secured interests in property, both chattel and real
are recogni zed and enforced through a reliable registration system

Taiwan's court systemis independent and free frominterference by the
Executive Branch. The judgments of foreign courts with jurisdictional
authority are enforced in Taiwan by | ocal courts on a reciprocal basis.

Political Violence

Taiwan is a relatively young nulti-party denmocracy, with stable, though stil
evol ving, denocratic political institutions. Mjor civil disturbances,
insurrections, or other serious threats to the political systemare unlikely.
There have been no reports of politically notivated damage to foreign
investnment. Both local and foreign conpani es have, however, been subject to
protests and denonstrations relating to | abor disputes and environnental

i ssues.

Bil ateral |nvestnent Agreenents

Tai wan has concl uded bilateral investnent agreenents with the follow ng
countries: Argentina, Belize, Burkina Faso, Costa Rica, Dom nica, E



Sal vador, Honduras, Indonesia, Latvia, Ml aysia, Ml awi, the Marshal
I sl ands, Nicaragua, Nigeria, Panama, Paraguay, the Philippines, Senegal
Si ngapore, Swazil and, Thailand, and Vi et nam

Under the terns of the 1948 Friendship, Conmerce, and Navigation Treaty with
the United States, U S. investors are generally accorded national treatnent
and are provided a nunber of protections, including protection against
expropriation. Taiwan and the United States al so have an agreenment, signed
in 1952, pertaining to investnment guarantees which serves as the basis for
the U S. Overseas Private Investnment Corporation (OPIC) programin Taiwan.
In Septenber 1994, representatives of the United States and Tai wan signed a
bilateral Trade and I nvestnent Framework Agreenent (TIFA) to serve as the
basis for consultations on trade and investnent issues. Consultations on a
bil ateral -i nvest nent agreenent between the United States and Taiwan are
under way.

OPI C and O her | nvestnent-I|nsurance Prograns

OPIC prograns are available to U.S. investors, though U S. investors have
never filed an OPIC insurance claimfor an investnent in Taiwan. Taiwan is
not a menber of the Multilateral |nvestnent Guarantee Agency.

Foreign-Direct-l nvestnment Statistics

Statistics on foreign direct investnment in Taiwan are available fromtwo
sources. The Foreign Investnment Commission (FIC) publishes nonthly and
yearly foreign investnent approval statistics by industry and by country.
The Central Bank of China (CBC) publishes foreign-direct-investnent arrivals
on a quarterly and yearly basis. CBC data, contained in bal ance-of - paynents
statistics, are not further classified by industry or country.

The Asian Financial crisis, which weaked havoc in East Asia from July 1997
created aftershocks in Taiwan in late 1998. Foreign investnment inflows in
1998 plunged 90 percent to US$222 million. Meanwhile, foreign investnent
approval s declined 12 percent to US$3.7 billion. The discrepancy between
these figures is accounted for by the cancellation or delay of planned

i nvest ment projects.

Currul ati ve foreign-investnent approvals from 1952 to 1998 total ed US$33
billion. O this anmount, one-quarter was directed toward the el ectronics and
electrical industries. Qher industries with relatively heavy foreign

i nvestment include chem cals, banking and insurance, services, trade, and
basic netal s.

The United States is the top foreign investor in Taiwan, while Japan is a

cl ose second. Approvals for U S. investnent from 1952 to 1998 total ed US$8. 3
billion, or 25 percent of total foreign investnment. Forty-one percent of

U S. investnment was directed toward the el ectronics and el ectrica
industries, with another 15 percent in chemcals. Approvals for Japanese

i nvestment anmounted to US$8 billion, or 24 percent of total foreign
investment. O total Japanese investnent, 27 percent was in electronics and
el ectrical industries, and 22 percent in services and trade. A grow ng
number of multinational corporations direct funds for their Taiwan
investnments fromtax havens in the British Territories in Anerica (BTA).
Approval s for investment from BTA surged from US$151 million in 1995 to
US$711 million in 1998, less than the US$952 mllion fromthe United States
but nore than US$540 nillion from Japan.



Tai wan is aggressively pursuing cooperation agreenents w th foreign conpanies
to encourage those firms to make Taiwan their "regi onal operations center"
for East Asia. O the 63 strategic-alliance agreenents with nultinationa
firnms (many of which have a technol ogy-cooperation conponent), 60 have been
signed with U S. conpanies. Forty-three percent of the agreenents have been
designed to manufacture or devel op el ectronics or electrical and

t el econmuni cati ons products and systens. Nearly ten percent are focused on
devel opnent of the aerospace industry.

As a relatively open and |iberal economy, Taiwan receives foreign investnment
while its businesses heavily invest overseas, especially in the PRC

Sout heast Asia and Anerica. Qutward direct investnment has exceeded inward
direct investnent since 1988, according to bal ance-of-paynents statistics
conpiled by the Central Bank of China. FIC statistics show, as of 1998, that
cunul ative approvals for outward investnents totaled US$32 billion. Minland
Chi na has been one of the main recipients of Taiwan investnment. However, a
policy designed to discourage such investnents was adopted after the PRC
conducted mssile tests in the Taiwan Straits in 1996-1997. As a result,
approvals for 1998 investnent in the PRC have dropped by half fromthe 1997
level. On the other hand, a grow ng nunber of Taiwan investors have noved to
tax havens in the British territories in Anerica. Approvals for investnent
there shot up fromUS$370 million in 1995 to US$1,838 mllion in 1998, nore
than three tinmes the amobunt headed for the United States. This coincides
with a sharp increase in foreign investnent in Taiwan com ng fromthese
British Territories in the recent years. Runor has it that sone Tai wan

i nvestors have applied to invest in Taiwan as foreign investors in an attenpt
to evade Taiwan taxes. However, the FIC clains that it has not found
credi bl e evidence of such tax evasion

CHAPTER VI I 1: TRADE AND PRQIECT FI NANCI NG

The Banki ng System

Tai wan has a Central Bank, 45 donestic banks (with 2,115 branch offices), six
medi um busi ness banks (with 355 branch offices) and 46 foreign banks (with 72

| ocal branches). There are also 52 credit cooperatives, 287 farners’ credit
unions, and 27 fishernmen’s credit unions in Taiwan. These banks, cooperatives,
and credit unions have traditionally played a domi nant role in finance on the

i sl and.

The Central Bank perforns all of the functions normally associated with centra
banks in other countries. |t issues currency, nanages foreign-exchange
reserves, handles treasury recei pts and di sbursenents, sets interest-rate
policy, oversees the operations of other financial institutions, and serves as a
| ender of l|ast resort.

Taiwan’s 45 donestic banks offer a wi de range of services including receiving
deposits, mmking |oans, handling trade financing and providi ng guarantees, and
di scounting bills and notes. Mst are also involved in the securities business,
underwiting and tradi ng securities and managi ng bond and debenture issues, as
well as in providing savings-account facilities. The Chiao Tung Bank assists
with long-termfinancing for industries and projects, while the Export-Inport
Bank and the Farnmers’ Bank focus respectively on trade financing and

agricul tural devel opnent.

Forei gn banking institutions are playing an increasingly inportant role on the
financial scene. Foreign banks are treated essentially as donestic conmercia



banks; they are pernitted to engage in trade financing, foreign-exchange
dealings, lending to individuals and corporations, and various kinds of trust
business. In order to build greater overall market presence, many foreign
banking institutions are currently concentrating on the devel opment of consumer
| oan and credit card business.

For ei gn- Exchange Control s

There are no foreign-exchange (FX) anmpunt limitations for trade, insurance
and authorized-investnment transactions. Simlarly, there are no FX
limtations on repatriating capital and profits related to direct and
portfolio investnent, providing that such investnent has been pernitted or
approved by the Taiwan authorities. Al other transactions involving inward
or outward remittances for donestic firnms have a US$50 nillion annual ceiling
per account. Individuals are allowed to remt a nmaxi numof US$5 million
yearly to or fromoverseas. The authorities are committed to liberalize
these Iimtations on a gradual basis after Taiwan accedes to the World Trade
Organi zati on

Fi nancing Availability

Importers are usually responsible for arranging their own financing. Assistance
fromthe Taiwan authorities is, however, available in certain cases. The
Export-Inport Bank, for instance, provides |loans of up to 85 percent of the
total contract val ue on sophisticated machinery and ot her hi gh-technol ogy itens.
Loans are also available for inports of natural resources, raw naterials and
spare parts. Such |loans can be granted for equi prent and materials enployed in
t he manufacture of goods for export, as well as for those used in the production
of sophisticated equi pnent or the devel opnment of advanced technol ogi es.

Met hods of Paynent

Bank-t o-bank Letters of Credit (L/C) constitute Taiwan’s nost inportant inport-
payment process. |n 1998, Taiwan's inports total ed US$104.7 billion, of which
US$49.8 billion was financed through L/Cs. On a lesser scale, conpany to
company paynents are nmade via open account (O A), docunments agai nst paynent

(DI P), and docunents agai nst acceptance (D)A). The AIT Commercial Section
recomends that U. S. exporters minimze financial risk by requiring their Taiwan
trading partners to finance their inports through L/Cs. A large majority of
Taiwan’s inporters utilize L/Cs with validity of up to 180 days. On the whol e,
U S. conpanies find Taiwan’s financing systemto be efficient and report no

wi despread pattern of deferred paynent.

Banks aut horized to handl e foreign exchange may issue L/Cs. This includes |oca
banks (and their branch offices), 14 U. S. banks and their branches, and 32
third-country banks. All banks in Taiwan that are authorized to handle foreign
exchange have extensive ties with one or nore U S. banks. This relationship

i ncl udes test-key exchanges.

Proj ect Fi nanci ng

Tai wan does not rely on noney fromnultilateral institutions to facilitate

i nvestment projects. In the public sector, the Taiwan authorities rely heavily
on bond issuance to cover the huge outlays connected with construction of najor
public works. Beginning 1997, sone nmmjor public projects were opened to private
i nvestnment on a buil d-operate-transfer (BOT) basis. Construction of a high-
speed railway from Tai pei to Kaohsiung was for the first tine consigned to a
busi ness consortiumthat will seek syndicated |oans nmainly fromlocal sources to



finance the project. Private investnent projects can easily be financed through
banks on the island. Mbreover, many Taiwan investors, especially |arge-sized
compani es, enploy financial instruments (including corporate bonds) to raise
funds in capital markets both at home and abroad.

Maj or Banks with Correspondent U.S. Banki ng Arrangenents

- Bank of Tai wan

- International Commercial Bank of China
- Chiao Tung Bank

- Export-Inport Bank

- Farners Bank of China

- Tai pei Bank

- Taiwan Cooperative Bank

- Chang Hwa Conmerci al Bank

- First Conmerci al Bank

- Hua Nan Commerci al Bank

- Chinatrust Commercial Bank

- Shanghai Commercial & Savi ngs Bank

- United Wrld Chinese Commerci al Bank
- Bank of Overseas Chinese

CHAPTER | X: BUSI NESS TRAVEL

Busi ness Cust ons

Formal business introductions in Taiwan are not conplete w thout an exchange of
busi ness cards. It is advisable for foreign visitors to have their cards
printed in both English and Chinese. There are numerous printers in Taiwan
specializing in printing these indi spensabl e business aids. They offer

accurate, |lowcost service, with card orders nornally being filled within only a
few days. Since cards are required on nearly every business occasion, it is a
good idea to carry sizable numbers of themat all tines.

The New Taiwan dollar (NT$) is the official currency. It is circulated in one-,
five-, ten-, and fifty-dollar coins, and fifty, one-hundred, five-hundred, and
one-t housand dollar notes. Since the relaxation of foreign currency controls in
1987, exchange between foreign currency and the NT$ has becone relatively free,
al t hough exchange is still limted to authorized banks and deal ers

Up to NT$40, 000 and US$5, 000 can be brought into Taiwan by a foreign visitor
Such | arge anounts shoul d, however, be declared on the custons slip that nust be
filled out upon entering the island. Foreign currency can be exchanged at the
airport, as well as at authorized banks, hotels and shops. |n addition
internationally recognized credit cards are accepted in many hotels, restaurants
and shops. The use of automatic-teller machines is very popular on the island
al so. It should be noted that a surcharge is sonetinmes added when paynment is
made by credit card.

In nmost instances, tipping is not necessary. A 10-percent service charge is
usual Iy added to restaurant and hotel bills, elimnating the need for gratuities
in such situations. It is, however, relatively common to | eave the change when
a bill is paid.

Porters at hotels and airports customarily receive tips for their services.
Approxi mately NT$50 - NT$100 per item of luggage is acceptable. It is not



necessary to tip in taxis unless assistance with |uggage is rendered, but nost
drivers do appreciate being allowed to keep small change.

Travel Advisory and Vi sas

Tai wan has | ow1level of violent crinme. Although visitors should take
precautions to prevent violence, nbst streets of Taipei and other cities are
generally safe at any hour. While violent crine is rare, Taiwan's pickpockets
and thieves are extrenely clever, so valuables should be properly secured. Taxi
drivers, restaurateurs, store clerks and other service people are nornmally quite
honest and often solicitous of the needs of the non-Chinese speaking foreign
guest. The people of Taiwan are generally outgoing toward foreigners and often
will go out of their way to assist visitors.

U S. citizens and citizens of fourteen other nations may visit Taiwan for up to
fourteen days wi thout a pre-arranged visa, provided they have a return plane
ticket off the island with reservations. QOher visitors to Taiwan are required
to have valid Taiwan visas. These can be obtained from authori zed
representative offices in the United States. Two basic types of non-officia
visas are available to foreign visitors, depending upon the nature and duration
of intended visits.

Extensi ons of visitor visas may be granted up to a maxi num of two extensions of
si xty days each, provided applicants have valid grounds for naking such
requests. Applications for visa extensions are administered at the city or
county police departnment. No extensions are granted to those who enter Taiwan
without a pre-arranged visa except in the event of force najeure or matters of
vital inportance.

Foreign visitors fromnations with which Taiwan has reciprocal visa agreenents
receive visitor visas free-of-charge. The visa fee for those from other
countries is NI$1,000 for a single-entry visa and NT$2,000 for a nultiple-entry
Vi sa.

A one-year nultiple-entry visitor visa is available to a representative of a
forei gn conpany that has recorded total inmport and export transactions with

Tai wan amounting to US$600,000. Up to four such visas can be granted to foreign
enpl oyees of any one conpany, with an additional US$600,000 in tota

transacti ons being necessary to qualify for each of these visas. Six-nonth and
three-month multiple-entry visitor visas are available for respective
transacti on anounts of US$300, 000 and US$100, 000. Applications for multiple-
entry visitor visas nmust be referred to the Mnistry of Foreign Affairs.

Normal |y, foreign nationals make application through their donestic Tai wan
agents, representatives or affiliates of their firns.

Hol i days

There are four holidays and four festivals in Taiwan. Dates for the four
festivals -- Chinese Lunar New Year day, Tonb-Sweepi ng Day, Dragon Boat

Festival, and M d-Autumm (Mon) Festival -- change with the lunar calendar. The
following is a list of the four holidays and four festivals in Taiwan:

Hol i days Date in 2000

Foundi ng Day January 1

Chi nese Lunar New Year February 4 - February 8
Peace Menori al Day February 28

Tonb- Sweepi ng Day April 5



Dragon Boat Festi val June 6

M d- Autumm Festi val Sept ember 12
Doubl e Tent h/ Nati onal Day Cct ober 10
Dr. Sun Yat-Sen's Birthday November 12

Busi ness Infrastructure

Transportation: Taiwan has two international airports, Chiang Kai-shek (CKS)
airport in Taoyuan, 40km southwest of Taipei, and Kaohsiung in the south. CKS
airport is the primary gateway to the island. It generally takes about one hour
fromCKS airport to Taipei City. Airport buses to Taipei depart fromthe
airport every 15 minutes, and tickets cost NT$120 per person. Buses fromthe
airport to Hsinchu, Taichung, Changhua, Tai nan and Kaohsiung are al so avail abl e.
Taxis are available at the airport. A 50 percent surcharge is added to the
nmeter fare. Total cost by taxi fromthe airport to Taipei is about NT$1, 000.
Many | arge hotels offer car or mni-bus services fromthe airport to Tai pei
However, it is necessary to arrange such service when booki ng hot el
reservations. Kaohsiung airport also offers regular flights to major
destinations in the region. There are also several donestic airports and
donestic airlines that provide fast and conveni ent connecting flights between
Taiwan's larger cities, as well as its outlying islands.

Taiwan al so has five international seaports with nodern facilities: Keelung in
the north, Taichung in the west, Kaohsiung in the south, and Susao and Hualien
in the east. The Kaohsiung Harbor is the world's third largest in terns of

| oadi ng and unl oadi ng vol unes.

Taxis are widely available in Taipei and other major cities. For nost cities,
the meter is used to calculate the fare. The basic charge is NT$70 for the
first 1.65 kilonmeters, with an additional NT$5 for every additional 350 neters.
There is an additional charge of NTI$20 added to the fare shown on the neter. In
addition, there is also an additional NT$5 charge for every three mnutes the
vehicle travel s bel ow a speed of five kiloneters per hour. A 20 percent
nighttine surcharge is added between 11 pmand 6 amas well. Several taxi
services that can be booked over the tel ephone are also in operation. A
surcharge of NT$10 is applicable on such calls. These services are generally
consi dered safer and nore reliable than individual taxis. All taxis have a
surcharge of NT$10 for |uggage service, and there is a surcharge of 20 percent
in effect for two days before the eve of the Chinese New Year until the end of
that holiday period. Since nost taxi drivers cannot speak English, the visitor
shoul d al ways carry Chi nese-I| anguage versions of both his hotel nane card and
desired destination.

Tai pei now has three Mass Rapid Transit Systens (MRT), including the Micha,
Tanmsui and Chungho routes, in operation. Fares of NI$35 - NT$80 are charged for
a full-route ride on the three lines. There will be a total of eight lines to
forma transportati on network connecting downtown Tai pei with the suburban areas
of Nucha, Tansui, Hsintien, Chungho, Nankan, Panchi ao, Tucheng and Nei hu in the
foreseeable future

Bus services in major cities are extensive, but can be inconprehensible to the
foreign visitor. A conprehensive |ong-distance bus systemrun by the Taiwan
Aut o- Transport Conpany and Tong-Li eng Bus Conpany enabl es people to trave
virtual ly anywhere on the island quickly, confortably and at reasonabl e cost.
The Taiwan Railway Adm nistration operates an extensive rail network that is
nmore than 1,000 kiloneters in |length.



Language: Mandarin is the official |anguage. Taiwanese is also commonly spoken
especially in the southern and rural areas. English is by far the nost popul ar
foreign | anguage, and | arge nunbers of people speak it with fluency. In
particul ar, those working in hotels, business, or public organizations are
likely to have a good command of the |anguage. MNoreover, many peopl e,
especially those educated before the Second World War, can al so speak Japanese.

Communi cations: |n general, Taiwan's tel ecomuni cations systens are efficient
and convenient. Cities in Taiwan are plentifully supplied with blue public
phones that can be used for both |local calls and donmestic |ong-distance calls.
Phone-card tel ephones have recently proliferated. Cards can be purchased from
the conveni ence stores. Cellular phones are becomi ng increasingly popul ar since
the Mnistry of Transportation and Comruni cations |iberalized the market in
Decenber 1997. Many operators have offered preferential rates or package sal es.
The G obal System for Mobile Comuni cati ons (GSM has been used for the phone
service. Facsimle is widely used everywhere in Taiwan. Direct transmission is
available to many countries in the world as well. Mdst major conpanies, hotels
and busi ness service centers have facsimle and tel ex services. Telex and
facsimle facilities are also available at the Chungwa Tel ecom | nternationa

Busi ness Group (CHT-1), while an electronic nail service that enable users to
send their own facsinile nessages can be found in every post office on the
island. |In addition, CHT-1 al so has extensive videoconference facilities inits
Tai pei Communi cations Building. A conmercial network called Hi Net has been set
up by Chunghwa Tel ecomto provi de Taiwan users hi gh-speed access to the
Internet. Meanwhile, nmany networking conpani es provide various |nternet
services to satisfy the demand from donestic businesspeople and firnms. In
addition, the Integrated Services Digital Network (ISDN), which provides end-to-
end and non-voi ce services, is now avail able from Chunghwa Tel ecom i n Tai pei

Tai chung, Tai nan and Kaohsi ung.

Postal Service: Taiwan has an efficient postal system Surface mail is nornal
delivered to any part of the island within one or two days, and a speci al
delivery service is available that features delivery six to eight hours after
posting, depending on destination

International Courier Services: In addition to the vast range of governnent
postal services available in Taiwan, visitors should al so be aware that nobst of
the | eading international courier services have set up operations on the island.
They offer delivery to and from nost countries around the world. More detailed
i nformati on concerning these firnms can be obtained by consulting the tel ephone
directory or one of the many privately published business directories avail able
on the island.

Accommpdat i ons and Housi ng: Taiwan has a | arge nunber of international- and
donestic-standard hotels, hostels and inns. For those who plan to stay in
Taiwan on a long-termbasis, a wide selection of apartnents and houses is
avai l able. Rental costs vary considerably, depending on |ocation and si ze.
Typically, rents in Taipei and environs are far higher than in other areas.
Landl ords frequently require deposits of up to three-nonths' rent, and tenants
are usually responsible for utilities.

Health Information: As in nmany other tropical and sub-tropical areas, tap water
in Taiwan shoul d be boil ed before drinking, although water quality is certainly
inmproving in the major cities. Hotels and restaurants do provide drinking
water, and bottled mneral water is widely available. Visitors should al so take
special care to wash all fruits and vegetabl es before eating and avoid eating in
any of the island's countless street stalls, at |east during the first few weeks
of the stay.



There are several international-standard private and public hospitals and
clinics. Taiwan also offers high-quality dental care, with nost clinics being
privately operated. The majority of doctors and dentists in Tai wan speak
English well. Qualified foreign nationals with alien resident certificates and
their famly nenbers can apply for coverage under the National Health | nsurance
Program (NHI P). This programincorporates the nedical insurance coverage of 13
heal th care pl ans.

Many western brand-nane pharmaceuticals are sold in Taiwan, often w thout
prescription. In addition, a wi de range of foreign and donestic over-the-
counter non-prescription drugs is available. Visitors should, however, bring
sufficient supplies of any specific medications they mght require. Emergency
nmedi cal treatnment can be obtained by dialing 119.

Food: Chinese cuisine ranks anong the best in the world, and there is no better
place to sanple it in all its infinite variety than in Taiwan. In countless

| arge and snal|l restaurants, specialties fromal nost every region can be found.
Maj or regional styles include the Peking, Cantonese, Shanghai, Szechwan, and
Hunan cui sines. The local Taiwan cuisine and traditional Buddhist vegetarian
restaurants are also well represented.

Western food is gaining in popularity, as can be seen fromthe many western-
style restaurants and foreign fast food chains that have set up branches in
Taiwan's large cities in recent years. Visitors will find everything from

hanburgers, pizza and steaks to the finest European cuisine.

Est abl i shnments serving other Asian cuisines can also be found in grow ng nunbers
in Taipei. Vietnanmese, Thai, Indian, Ml aysian, Korean and Japanese food are
all big favorites with the city's residents, with the latter two being

particul arly popul ar.

Foreign visitors should not overlook the fragrant teas for which Taiwan is
justly famobus. These teas can either be purchased in attractive packages for
use at home or sanpled in one of the island's nmany traditional Chinese-style tea
houses.

U.S. Business Travel ers are encouraged to obtain a copy of the "Key O ficers of
Foreign Service Posts: Quide for Business Representatives" available for sale by
t he Superintendent of Docunents, U S. Government Printing Ofice, Wshington
D.C. 20402; tel: (202) 512-1800; fax: (202) 512-2250. Business travelers to

Tai wan seeki ng appoi ntnments with The American Institute in Taiwan should contact
the Commercial Section in advance. The Commercial Section can be reached by

t el ephone at 886-2-2720- 1550, fax at 886-2-2757-7162 or by e-mail at

Tai pei . O fice. Box@nmi | . doc. gov.

CHAPTER X: ECONOM C AND TRADE STATI STI CS

Appendi x A: Country Data

Popul ati on: 21.87 million (on 12/31/98)

Popul ati on G ow h: 0. 68 percent

Rel i gi ons: Buddhi sm Confuci ani sm Taoism Christianity

Gover nnent System Denocr acy

Languages: Mandarin (official), Taiwanese, Hakka. Frequent use of

Engl i sh and Japanese in busi ness settings.



Wor k Week: Monday - Saturday norning (As of January 1, 1998
gover nnent enpl oyees (except those who work for the
police, health bureau and custons) and nobst private
conpani es take every second and fourth Saturday of the
mont h of f.)

Appendi x B: Donestic Econony
(US$ nmillions, except where noted)

1997 1998 1999(e) 2000( e)

GDP (current) 283, 316 261, 607 281,415 301, 069
GDP G owth Rate (percent) 6. 77 4,83 5. 07 5.70
GDP Per Capita (US$) 13, 130 2,009 12,917 13, 686
Gover nment Spendi ng as

Percent of GDP 23.1 22.5 21.6 20.3
Inflation (percent) 0.9 1.7 1.1 1.9
Unenpl oynent (percent) 2.7 2.7 2.7 2.7
Forei gn Exchange Reserves 83, 502 90, 34 100, 500 110, 00
Aver age Exchange Rate for 28.70 33. 46 32.73 32.73
us$ 1.00
Debit Service Ratio 1.5-2.5% 1.5-2.5% 1.5-2.5% 1.5-2.5%

(Ratio of principal
& interest on foreign
debit to foreign incone)

Sour ces:

1. Directorate Ceneral of Budget, Accounting and Statistics
2. Central Bank of China

3. AT/T

Appendi x C. Trade
(US$ nillions, except where noted)

1997  1998(e)  1999(e) 2000(f)

Total Country Exports (fob) 122, 081 110, 640 115,791 121,872
Total Country Inports (cif) 114, 425 104, 740 105,509 112,063
Trade Bal ance 7, 656 5, 900 10, 282 9, 809
U S Exports to T. (cif) 23,234 19, 682 19, 032 20,171
US. Inports fromT. (fob) 29, 552 29, 386 30, 118 31, 077
Trade Bal ance with U. S. 6, 318 9, 704 11, 086 10, 906
Sour ces:

1. Mnistry of Finance
2. Directorate General of Budget, Accounting and Statistics
3. AAT/T

Appendi x D: I nvestnent Statistics

Table 1
Foreign Investnment Approvals by Year and by Area
(1952-1998) (unit: U. S. dollar mllion)

Hong Centra
Year Japan U S A Kong Europe Anmerica Q her Tota



52-89 2,
1990
1991
1992
1993
1994
1995
1996
1997
1998
52-98 7,

983
839
535
421
278
396
573
546
854
540
965

3, 067
581
612
220
235
327

1,304
489
491
952

8,279

1,198
236
129
213
169
251
147
267
237
274

3,120

Sour ce: Foreign I nvestnment Comm ssion

Table 2

1,312
283
165
165
214
245
338
198
401
367

3, 688

Foreign I nvestment Approvals by Industry and Area

(1952-1998) (uni

| ndustry
Tot al
El ectronics

& Electrica
Chemi cal s
Banki ng & | nsur
Servi ces
Tr ade
Basi ¢ Met a

& Products
Machi nery
Food & Beverage
Whol esal e

& Retail
Transportation
Non-metal lic

M neral s
O hers

t:

Japan US A

667
186
907
815
646

742
238
279

47
145

1,113

684

US. dollar mllion)

Hong
Kong Eur

341
66
60
37
38
76

151

417

659

711

2,556

ope

Sour ce: Foreign I nvestment Comm ssion

Table 3

Qutward | nvestnent Approvals by Year and

(unit: U S dollar mllion)

Year Chi na U S A
1952- 89 n. a. 865
1990 n. a. 429
1991 174 298
1992 247 193
1993 3,168 529
1994 962 144
1995 1, 093 248

1996 1,229 271

129

634

British
Territ.
in Cent.

ASEAN Anerica

338

2

1

7

, 049
297
277
405
279
336
412
544

, 625
895

, 119

Centra

Aner i

ca

704

by Area (1952-1998)

10, 950
2,302
1,778
1,461
1,213
1,631
2,925
2,461
4,267
3,739

32,727

O her

Tot al



1997 4,334 547 641 1,051 655 7,228
1998 2,035 599 478 1,838 381 5,331
52-98 13, 242 4,123 4,889 5, 584 4,012 31, 852

Source: Foreign Investnent Commi ssion

Not es:

(1) Statistics for 1993 include investnents nade prior to 1993 but not
previously registered.

(2) Figures for 1997 include investnents made prior to 1997 but not previously
regi stered.

Table 4
Qutward | nvestnent Approvals by Industry and by Area
(1952-1997)(unit: U S. dollar mllion)

Central
I ndustry PRC U S A ASEAN Anerica O her Tot al
Tot al 13, 242 4,123 4,889 5,584 4,014 31,852
Banki ng & | nsurance 25 851 404 4,067 1, 309 6, 656
El ectronics 2,794 1,104 1, 269 152 414 5,733
& Electrica
Chemi cal s 863 780 420 34 488 2,585
Basic Metals 1,135 23 612 75 96 1,941
& Products
Food & Beverage 1,178 162 219 0 68 1, 627
Tr ade 117 184 54 581 610 1, 546
Servi ces 345 343 40 334 371 1,433
Textil es 753 34 496 12 136 1,431
Non-netal lic 833 6 382 0 17 1, 238
& Mnerals
Pl astics Products 1, 056 5 30 0 8 1, 099
O hers 4,143 631 963 329 497 6, 563

Source: Foreign Investnent Commi ssion

Table 5
Techni cal Cooperation Projects by Year and by Area
(1952-1995) (unit: nunber of projects)

Year Japan U S A Eur ope O hers Tot a
52-89 1,996 728 412 103 3,221
1990 106 54 30 10 200
1991 80 65 33 8 186
1992 193 50 19 10 175
1993 85 50 34 12 181
1994 70 39 24 6 139
1995 50 29 10 5 94
52-95 2,483 1,015 562 136 4,196

Sour ce: Foreign | nvestment Comm ssion

Not e: Taiwan ceased to conpile statistics on technica
cooperation with foreign conpanies in 1996. Busi nesses
have not been required to report technical cooperation
projects to the FIC since the Statute for Technica
Cooperati on was abol i shed.



Table 6

Techni cal Cooperation Projects by Industry and by Area

(1952-1995) (unit: nunber of projects)

I ndustry Japan U S A

Tot al 2,483 1, 015
El ectroni cs 708 416
& Electrica

Chem cal s 416 203
Machi nery 368 68
Basi c Met al 329 55
& Products

Ot her Services 111 106
Rubber Products 131 32

Non-metal lic 97 22
M neral s

Food and Bever age 80 38

Textil es 47 21

Construction 38 5

Gar nent & Foot wear 18 14

Paper Products 19 13
& Printing

Transport Equi pnent 20 2

O hers 101 20

Sour ce: Foreign I nvestment Comm ssion

Table 7
Sel ected Major U S. Investors in Taiwan

U.S. Investors/Local |nvestnents

Ensite Linmted (Ford Motor)/Ford
Lio Ho Mdtor Co.

Texas Instrunents Inc./Texas
I nstrunents Tai wan Ltd.

AMOCO Chemi cal Corp./ China Arerican
Petrochem cal Co

Eur ope

E.|. Dupont De Nenours/Dupont Taiwan Ltd.

| BM Corp. /| BM Tai wan Ltd.
AETNA Life I nsurance Co./ Tai wan Branch
GTE/ Paci fi ¢ Communi cati ons Services

AT & T Inc./AT & T Conmmuni cati ons
Servi ces Tai wan | nc.

Far EasTone Tel econmuni cati ons

Warner Village G nena Co./Warner
Village G nema (Taiwan) Co.

O hers Tot al
136 4,196
16 1, 246
28 807
9 542

6 443
42 286
4 188

2 145

9 140

2 78

4 57

3 39

- 36

1 31
10 149

Maj or Products

seni conduct ors

pet rochemi cal s

i ndustrial, electronic,
agricul tural goods

comput ers: sal es and services
i nsurance
nmobi | e phone services

t el econmuni cation: sales and
services

mobi | e phone services

nmovi e theater operation



United Parcel Service International
Inc. (UPS)/UPS, Taiwan Branch

Xilinx Technology Inc./United Silicon Inc.

Intel Inc./InteX Co.

Applied Materials Ltd./Applied
Mat eri al s Tai wan Lt d.

Tabl e 8

Sel ected Maj or Japanese | nvestnents in Tai wan

Japanese | nvestors/Local |nvestnments
Ni ssan Mbt or/Yul on Mot or
Toyota Mot or/ Kuozui Mot or

Mat sushita El ectronic Co./ Mtsushita
El ectronic (Taiwan) Co., Ltd.

Hi tachi Co./Taiwan Hitachi Co., Ltd./
Kaohsi ung Hitachi el ectronics Co.,
Lt d.

Yamaha Mbtor Co., Ltd./Yamaha Mt or
Tai wan Co., Ltd.

Sankyo Co./ Sankyo Co. Tai pei
| demi t su Co./ Shi nkong | denitsu Corp.
Mtsui Co./Mtsui (Taiwan)

Takashi maya Co./ Ta-ya Takashi naya
Dept. Store

Sumi tonmo Co./ Sumi tonop ( Tai wan)
Toshi ba Co./ Toshi ba Conpressor (Tai wan)

Di anond Housi ng Co./ Di anond
I nvest ment Co.

Sadagawa Steel Co./Sheng Yu Steel Co.

Shi n- Et su Handot ai Co. / Shi - Et su
Handot ai Tai wan Co.

M t subi shi El ectrical Co./Powerchip
Semi conduct or Cor p.

Komat su Co./ Fornmosa Komatsu Silion Co.

Tabl e 9

Sel ected Maj or European I nvestnments in Tai wan

worl d wi de express services
I C foundry

ADSL chi pset

sem conduct or nfg. equi pnent

Maj or Products

el ectrical appliances

el ectrical appliances and
conponent s

nmot or cycl es
phar maceuti cal s
petrochemi cal s

tradi ng

departnent store
tradi ng

conpressors

consul ting

st eel

seni conduct ors

DRAM pr oducti on

silicon wafers



Eur opean | nvestors/Local |nvestnents Maj or Products

Vol kswagen Ag/ Chi ng Chung Mt or Co. aut os

Dresdner Bank Ag/ Grand Cathay Securities securities

I mperial Chemical Inc./IC Taiwan Ltd. cheni cal s

N. V. Philips/Philips Eectronics (Taiwan) el ectronics
SHV I nternational Ag/Macro Taiwan Ltd. food processing
Al catel Co./Al catel Taisel Co. sw tch boards

Internal lianz Bank, Zurich/Kwang Hwa Securities securities
Horwood | nvest nent/ Chi Mei | ndustry Co. petrochem cal s

H. S. Devel oprment & Fi nance/ Chi naTrust
Conmrer ci al Bank banki ng services

Si emens Ltd./Pronos Technol ogi es Inc.

Pronobs Technol ogi es | nc. DRAM pr oduct i on
Si enens Tel ecomuni cati ons Systens Ltd. swi t ching systems and phone
equi prent

CHAPTER XI: U.S. AND COUNTRY CONTACTS

Appendi x E: U.S. and Country Contacts

U S. Trade Rel ated Contacts

American Institute in Taiwan (AIT)

Commer ci al Section

Chi ef: Terry Cooke

Deputy Chief: Rosemary Gall ant

Suite 3207, 333 Keelung Rd., Sec. 1, Taipei, Taiwan
Tel : 886-2-2720- 1550, ext. 383, Fax: 886-2-2757-7162
Website: http://ait.org.tw

Agriculture Trade Ofice

Director: Stan Cohen

2" Fl., 54 Nan Hai Road, Taipei Taiwan
Tel : 886-2-2337-6525, ext. 286

Fax: 886-2-2305-7073

Website: http://ait.org.tw

Econoni ¢ Secti on

Chief: Marc Wall

Deputy Chief: Matthew Matthews

7, Lane 134, Hsin Yi Rd., Sec. 3, Taipei, Taiwan
Tel : 886-2-2709-2000, Fax: 886-2-2706-3023
Website: http://ait.org.tw



Washi ngt on- Based Country Contacts

Al T/ Washi ngt on

Trade and Commerci al Prograns
Director: Rick Ruzicka

Suite 1700, 1700 N. Moore Street
Arlington, VA 22209

Tel: 703-525-8474, Fax: 703-841-1385

U. S. Department of Conmerce

Tai wan Desk O ficer

Laurette Newsom

Room 2327, 14th and Constitution Ave. NW
Washi ngton, D.C. 20230

Tel : 202-482-4681, Fax: 202-482-4098
Website: http://ww. doc. gov

Emai | : Laurette. Newsom@mi | . doc. gov

U. S. Departnment of Conmerce

US&FCS East Asia Pacific

Director: Carmine D Aloisio

Room 1229, 14th and Constitution Ave. NW
Washi ngton, D.C. 20230

Tel : 202-482-2429, Fax: 202-482-5179
Website: http://ww. doc. gov

U S. Department of Conmerce

Trade I nformation Center

Room 7424, 14th and Constitution Ave. NW
Washi ngton, D.C. 20230

Tel : 1-800- USA- TRADE

Website: http://ww. doc. gov

U S. Department of Agriculture

Foreign Agricultural Service

Trade Assi stance and Pronotion Ofice

Sout h Building, 14th and | ndependent Ave. SW
Washi ngton, D.C. 20250

Tel : 202-720-7420

Website: http://ww. fas. usda. gov

AntCham and/ or Bil ateral Busi ness Councils

Ameri can Chanber of Commrerce

Presi dent: Paul Cassingham

Rm 1012, 96 Chungshan N. Rd., Sec. 2, Taipei,
Tel : 886-2-2581-7089, Fax: 886-2-2542-3376
Websi te: www. antham comtw

Chi na External Trade Devel opnent Counci l
Secretary-Ceneral: Ricky Y.S. Kao

3-8F, 333 Keelung Rd., Sec. 1, Taipei, Taiwan
Tel : 886-2-2725-5200, Fax: 886-2-2757-6653
Website: http://tptaiwan.org.tw

Trade or Industry Associations

Tai wan

Chi nese National Asociation of Industry & Conmerce



Chai rman: Jeffrey Koo
13F, 390 Fuhsing S. Rd., Sec. 1, Taipei, Taiwan
Tel : 886-2-2707-0111, Fax: 886-2-2701-7601

Chi nese National Federation of Industries

Chai rman: Kao Chi n-yen

12F, 390 Fuhsing S. Rd., Sec. 1, Taipei, Taiwan
Tel : 886-2-2703-3500, Fax: 886-2-2703-3982
Website: http://ww. industry.net.tw

Email: cnfi@mil.cnfi.org.tw

Publ i ¢ Agenci es

M ni stry of Econonic Affairs (MOEA)

M ni ster: Wang Chi h- Kang

15 Foochow St., Taipei, Taiwan

Tel : 886-2-2321-8124, Fax: 886-2-2391-9398
Website: www. noea. gov.tw

M ni stry of Finance (MOF)

M nister: Paul C. H Chiu

2 Alkuo W Rd., Taipei, Taiwan

Tel : 886-2-2322-8006, Fax: 886-2-2321-1205
Website: www. nof. gov.tw

Board of Foreign Trade (BOFT), MOXEA
Director CGeneral: Chen Ruey-Ilong

1 Hukou St., Taipei, Taiwan

Tel : 886-2-2321-0717, Fax: 886-2-2351-3603
Websi te: www. noeaboft. gov.tw

Enai | : boft @rai | . noeaboft. gov.tw

M nistry of Transportation and Conmuni cations (MOTC)
M ni ster: Fong-Cheng Lin

2 Changsha St., Sec. 1, Taipei, Taiwan

Tel : 886-2-2349-2000, Fax: 886-2-2389-6009

Website: www. notc. gov.tw

Directorate General of Tel ecommunications, MOTC
Director General: Chien Jen-Ter

16 Chi-Nan Rd., Taipei, Taiwan

Tel : 886-2-2343-3953, Fax: 886-2-2343-3772
Website: www. dgt.gov.tw

Emai | : wi ndow@lgt . gov. tw

Council of Agriculture (COA), Executive Yuan
Chai rman: Peng Tso- Kwei

37 Nanhai Rd., Taipei, Taiwan

Tel : 886-2-2311-9175, Fax: 886-2-2361-4397
Website: www. coa. gov.tw

Council for Econonic Planning and Devel opnent ( CEPD)
Chai rman: Chi ang Pi n- kung

3, Paoching Rd., Taipei, Taiwan

Tel : 886-2-2316-5306, Fax: 886-2-2370-0403

Website: www. cepd. gov.tw

Department of Health (DOH), Executive Yuan



Di rector-General: Chan Chi-Shean M D.

100 Ai kuo E. Rd., Taipei, Taiwan

Tel : 886-2-2396- 7166, Fax: 886-2-2341-8994
Websi te: www. doh. gov.tw

Envi ronnmental Protection Administration (EPA), Executive Yuan
Admi ni strator: Hsung-hsiung Tsai

41 Chunghwa Rd., Sec. 1, Taipei, Taiwan

Tel : 886-2-2321-7888, Fax: 886-2-2371-9759

Websi te: www. epa. gov.tw

Mar ket Research Firnms (Partial Listing)

Dun & Bradstreet International Ltd., Taiwan Branch
General Manager: Janes B. Barnett

12F, 188 Nanking E. Rd., Sec. 5, Taipei, Taiwan
Tel : 886-2-2756-2922, Fax: 886-2-2749-1936

Website: ww. dnbtw. com tw

AC Ni el sen

Managi ng Director: Titan Wang

12F, 188 Nanking E. Rd., Sec. 5, Taipei, Taiwan
Tel : 886-2-2756- 8668, Fax: 886-2-2754-8883
Website: www. acni el sen. comtw

I nvest ec- Coopers Lybrand Consulting Ltd.

Managi ng Director: M chael MNabb

13F, No. 460, Hsin Yi road, Section 4, Taipei, Taiwan
Tel : 886-2-8780- 6600, Fax: 886-8780-0088

Conmer ci al Banks (Partial Listing)

Anerican Express Bank, Ltd.

Senior Director & Gen. Myr: Howard Law

3rd & 4th FlI, 214 Tunhwa N. Rd., Taipei, Taiwan
Tel : 886-2-2715-1581, Fax: 886-2-2713-0263

G tibank, N A

Vice President: Craig Walling

52 M nsheng E. Rd., Sec. 4, Taipei, Taiwan
Tel : 886-2-2715-5931, Fax: 886-2-2712-7388
Website: www. citi bank.comtw

Bank of Tai wan

Chai rman: Janmes C. T. Lo

120, Chungking S. Rd., Sec. 1, Taipei, Taiwan
Tel : 886-2-2349- 3456, Fax: 886-2-2331-5840
Website: www. bot.comtw

I nternati onal Comrercial Bank of China
Chai rman: Janmes T.T. Yuan

100 Chilin Rd., Taipei, Taiwan

Tel : 886-2-2563-3156, Fax: 886-2-2561-1216
Website: ww. icbhc.comtw

Email : service@cbc.comtw

G her U S. Governnent Contact Nunbers



U. S. Department of Conmerce

Mul til ateral Devel opnent Bank Operations
O fice Director: Janet Thonas

14t h and Constitution Ave. NW

Washi ngton, D.C. 20007

Tel :

202-482- 3399, Fax: 202-482-5179

Trade Policy Coordinating Committee
Trade Information Center

Tel :

1- 800- USA- TRADE

U S. Departnent of State
O fice of Business Affairs
2201 C Street N W

Washi ngton, D.C. 20520

Tel :
Fax:

202- 746- 1625
202- 647- 3953

Overseas Private Investnment Corporation
1100 New York Avenue, N W
Washi ngton, D.C. 20527

Tel :

202-336-8799

CHAPTER Xl I: MARKET RESEARCH AND TRADE EVENTS

Appendi x F: Market Research

Li st of FY 99 Industry Subsector Analysis (ISA)

01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
11.
12.
13.
14.
15.

Fi t ness Equi pnment

St eel Products Production Equi prent
Buses

Bi o Technol ogy/ Test Kits

Boi l ers

Water Pol |l ution Control Equi pnent
Engi neering Services: Design
Sports Rehabilitation Equi prent
Virtual Private Network Services
Seni conduct or Desi gn Equi pnent

Di versification and Def ense

Engi neering Plastics

I ndustrial Waste Treat nent Equi pnent
Systens I ntegration Services
Dietary Suppl enents

| SA Plan for FY 2000

01.
02.
03.
04.
05.
06.
07.
08.
09.
10.

El ectrical Generating Equi pment

Hotel Architectural Services

El ectro- Di agnosti ¢ Appar at us

W rel ess Custoner Prem ses Equi pnent

Soi | Renedi ati on Equi pnent

El ectronic Chenical s

Busi ness to Busi ness EOCommer ce Sof t ware
Aircraft Parts & Mintenance

Bath & Sanitary Ware

Home Fur ni shi ngs



11. I ndustrial Punps

12. Ground Water Treatment Equi prent

13. Fi re-Proof Building Mterials

14. Cosnetics

15. Di gital Television Broadcast & Production Equi pnent

16. Petrocheni cal Production Machinery

17. Specialty Vehicl es

18. Bi ot echnol ogy: Medica

19. Conputerization & I T Applications for the Financial |ndustry
20. Sem conduct or s

Note: A conplete list of narket research is available on the NTDB as planned in
the FY 2000 CCG

Appendi x G Trade Event Schedul e

Event nane: Taipei Int'|l Travel Fair ‘99

Event date: Nov. 4-7, 1999

I ndustry thene: TRA

Type of event: USA Pavilion

Location: Taipei Wrld Trade Center

Background of Participants: Destinations, service providers
U S. Government Supported?: Yes

Event nane: Taipei Int'l Medical Equipnment & Pharnmaceutical s Show ( MEDI PHAR 99)
Event date: Nov. 11-14, 1999

I ndustry thene: MED, HCS, DRG

Type of event: USA Pavilion

Location: Taipei Wrld Trade Center

Background of Participants: Mnufacturers and agents

U. S. Governnment Supported?: Yes

Event nane: Taipei Inport Furniture Fair

Event date: My, 2000

I ndustry theme: FUR

Type of event: USA Pavilion

Location: Taipei (venue to be detern ned)

Background of Participants: Manufacturers, sales agents
U. S. Government Supported?: Yes

Event nane: Housewares Catal og Show

Event date: June, 2000

I ndustry thenme: GCG

Type of event: PLC (product literature center)

Location: Taipei (venue to be deterni ned)

Background of Participants: Mnufacturers, sales agents
U. S. Government Supported?: Yes

Event nane: Conputex Tai pei 2000

Event date: June, 2000

I ndustry thenme: CPT (conputers & peripherals)

Type of event: TFO (Trade Fair Overseas Procured)-USA Pavilion
Location: Taipei Wrld Trade Center

Background of Participants: Mnufacturers and sal es agents

U S. Government Supported?: Tentative yes

Event nane: International Software Show
Event date: July, 2000



I ndustry thene: CSF

Type of event: USA Pavilion

Location: Taipei (venue to be determ ned)

Background of Participants: Manufacturers, sales agents
U S. Government Supported?: Tentative yes

Event nane: America Wek 2000

Event date: July 2000

I ndustry theme: APP, GCG HCG (household and consuner goods, food products)
Type of event: PIP (post-initiated pronotion)

Location: departnment stores throughout Taiwan

Background of Participants: Exporters of household and consuner goods

U. S. Government Supported?: Yes

Event nane: Seni con Tai wan

Event date: August, 2000 (tentative)

I ndustry thenme: ELC

Type of event: USA Pavilion

Location: Taipei Wrld Trade Center

Background of Participants: Munufacturers, sales agents
U. S. Governnment Supported?: Tentative yes

Event nane: Milti-State Catal og Exhibition - Kaohsiung
Event date: Septenber, 2000

I ndustry thene: OIR (M scel | aneous)

Type of event: PLC (Product Literature Center)

Location: Taipei Wrld Trade Center, Kaohsiung (tentative)
Background of Participants: Manufacturers, sales agents

U S. Government Supported?: Yes

Event nane: Tai pei Retail Managenent Sem nar

Event date: Septenber, 2000

I ndustry thene: GSV, FNS, EDS

Type of event: SEM (Semi nar)

Location: Taipei (venue to be determn ned)

Background of Participants: Retail service providers, consultants
U. S. Government Supported?: Yes

O her Significant Events of Interest to U S. Conpanies

Event nane: Tai pei American Education Fair

Event date: Cctober 15-16, 1999

I ndustry thenme: EDS

Type of event: TFO (Trade Fair Overseas Procured)

Location: Taipei Lai Lai Sheraton Hote

Background of Participants: U S. Universities and Education Firms

Event nane: Kaohsiung Anerican Education Fair

Event date: COctober 17-18, 1999

I ndustry thene: EDS

Type of event: TFO (Trade Fair Overseas Procured)

Locati on: Kaohsi ung

Background of Participants: U S. Universities and Education Firns

Event nane: Tai pei International Book Exhibition
Event date: February, 2000

I ndustry thenme: BXX

Type of event: USA Pavilion



Location: Taipei Wrld Trade Center
Background of Participants: Publishers, sales agents

Event nane: Specialty Chemicals USA Catal og Show

Event date: March, 2000

I ndustry thene: |ICH

Type of event: PLC (product literature center)

Location: Taipei (venue to be deterni ned)

Background of Participants: Manufacturers, sales agents

Event nane: Tai pei American Education Fair

Event date: March, 2000 (tentative)

I ndustry thene: EDS

Type of event: TFO (Trade Fair Overseas Procured)

Location: Taipei Lai Lai Sheraton Hote

Background of Participants: U S. Universities and Education Firms

Event nane: Kaohsiung Anerican Education Spring Fair

Event date: March, 2000 (tentative)

I ndustry thene: EDS

Type of event: TFO (Trade Fair Overseas Procured)

Locati on: Kaohsiung

Background of Participants: U S. Universities and Education Firns

For other major exhibitions held at the Taipei Wrld Trade Center, contact the
Chi na External Trade Devel opnent Council at 886-2-2725-1111 or visit
www. t ai peitradeshows. cetra.org.tw.



